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ECONOMIC DEVELOPMENT ZONES 


HAINAN EARNS $81 MILLION FROM EXPORTS IN 1985 
HKO50120 Beijing Zhongguo Xinwen She in Chinese 0656 GMT 3 Apr 86 


[Text] Haikou, 3 Apr (Zhongguo Xinwen She)--Hainan Island continues to 
sustain its export momentum, with exports increasing by a large margin. 
Its export volume was $81.13 million in 1985, more than double last year. 


Hainan's exports are mainly agricultural and sideline produce, local 
products, mineral products, and handicrafts. The gross value of exports 
in agricultural and sideline produce was $51 million and more, which 
accounted for 63 percent of the total volume of foreign currency gained 
from exports, light industrial products accounted for 16 percent, and 
mineral products 13.79 percent. 


The variety of Hainan's export commodities has also increased with every 
passing year. In 1985, the variety of export commodities included 

122 items, up by 35 items from the previous year, of which 19 items 
each had an export volume over $1 million, such as sesame, pepper, 
maize, vegetable, canned food, cashew nuts, and herbs. 


According to a person concerned of the Hainan Administrative Region, 

Hainan Island will focus on building export commodity bases on the original 
basis for six major products such as pepper, tea, cashews, canned pineapple, 
spring crops like melons and vegetables, and prawn breeding. By the 

year 1990, Hainan Island will have brought in through exports between 

$200 million and $240 million in foreign currency. 


/12624 
CSO: 4006/937 











AGGREGATE ECONOMIC DATA 


GUANGDONG'S ECONOMIC STATISTICS FOR 1985 
HK130826 Guangzhou NANFANG RIBAO in Chinese 2 Mar 86 p 2 


[Report: "Statistical Bulletin on Economic and Sociai Development in 1985 
Issued by the Guangdong Provincial Statistical Bureau on 22 March 1986"] 


[Text] In 1985, under the leadership of the Guangdong Provincial CPC 
Committee and Provincial People's Government, the people throughout our 
province further carried out the reform of the economic structure, continued 
to implement the policy of enlivening the domestic economy and opening up to 
the outside world, and continued to adopt special policies and flexible 
measures to promote the work on various fronts and promote the economic and 
socia: development of our province. An open zone was initially formed in the 
coastal areas and the pace of construction in the special economic zones was 
accelerated. A relatively high-speed and steady growth was maintained in both 
industrial and agricultural production. The market was brisk, revenues 
increased, and the scale of credit and money put into circulation was brought 
under control. Both urban and rural residents incomes also increased, ana new 
progress was achieved in building spiritual civilization. Various targets set 
by the 6th 5-Year Plan for economic and social development were successfully 
fulfilled. In 1985, the total product of society reached 108.5 billion yuan, 
an increase of 20.6 percent over the previous year; national income reached 
49.7 billion yuan, up 18.2 percent; total industrial and agricultural output 
value was 69.1 billion yuan, an inciease of 20.7 percent; and the gross 
domestic product was 59 billion yuan, up 18.5 percent. The main problems of 
the national economy are: the scope of investment in fixed assets was 
excessively large, electric power was in short supply, and prices were rising 
too much. 


I. Agriculture 


In 1985, Guangdong took a new step forward in reforming the system of state 
monopoly for the purchase of agricultural products and readjusting the 
production structure and achieved an all-round development in the rural 
economy. The total agricultural output value for the year reached 23.05 
billion yuan, a 12 percent increase over the previous year, in which the 
proportion of forestry, animal husbandry, fishery, and sideline production 
increased from 5/7 percent to 61.1 percent. After taking away that created by 








township and village industries, the total agricultural output value was 
17,466,000,000 yuan, up 6.8 percent. 


Greater efforts were made to readjust the structure of crop cultivation. Due 
to the reduction of the area sown and natural calamities, grain output dropped 
by 2,341,400 tons last year, but the area sown and output of major industrial 
crops greatly increased. 


The output of major agricultural products was as follows: 


Percentage 








1985 Output Increase 

(tons) Over 1984 
Grain 17,261,100 -12.0 
Sugarcane 22,370,600 28.7 
Peanuts 605,300 6.1 
Jute, ambary hemp 113,500 74.4 
Tobacco 49,100 39.8 

of which: 

flue-cured tobacco 22,900 47.7 
Tea 22,600 13.0 
Silkworm cocoons 27,000 14.4 
Fruit 1,219,400 53.9 


A total of 9,729,000 hectares was afforested in 1985, about the same as in the 
previous year. 


There was a continuous growth in the output of animal products. The total 
output of pork, beef, and mutton for the whole year reached 1,085,700 tons, 
an increase »>f 11.4 percent over the previous year. The number of hogs 
slaughtered was 13,921,000, an increase of 6.2 percent, and the number of 
hogs in stock at year end was 21,501,700, an increase of 5 percent, while 
there were 21,501,700 head of cattle in stock, an increase of 3.5 percent. 
The output of milk was 42,200 tons, up 2.2 percent. 


Fishery production developed steadily. The total output of aquatic products 
was 1,183,000 tons, 14.3 percent over the 1984 figure. Of this, the output of 
marine products, 664,800 tons, was up 8.1 percent, while that of fresh-water 
products, 518,200 tons, was up 23.4 percent. 


The output of all tropical crops, except for rubber which dropped slightly, 
increased by a comparatively big margin over the previous year. 


There was an increasing number of farm machines and the use of electricity in 
the countryside. At the end of 1985, the province's farm machines represented 
12,982,100 horsepower, an increase of 4.7 percent over the same period in 
1984. There were 17,600 large- and medium-sized farm tractors, a drop of 5.2 
percent; 236,800 small-capacity and hand tractors, an increase of 11.4 
percent; and 29,100 trucks for farm use, up 7 percent. A total of 1,104,100 








tons of chemical fertilizer was applied on farms in 1985, an increase of 6.6 
percent over the previous year, with an average of 24.26 kg per mu of land, 2 
kg higher than the 1984 figure. Tle countryside used 2,753 million kilowatt- 
hours of electricity last year, up 10.5 percent. 


By making a full use of advanced equipment, the meteorological departments 
made greater efforts to carry out scientific research and strengthened their 
forecasts of natural calamities, thus protecting the people's property and 
achieving better socioeconomic results. 


II. industry 


In 1985, along with the further development of the reform of the industrial 
system and readjustment of the industrial structure, industrial production 
achieved a steady development at a relatively high pace. The total industrial 
output value of the year reached 46,086,000,000 yuan, which was an increase of 
25.6 percent over the previous year. If the output value of township and 
village industries is included, the total industrial output value would be 
51,670,000,000 yuan, an increase of 26.3 percent. Of this, that of state- 
owned industry increased by 18.4 percent, that of collectively-owned industry 
increased by 30.7 percent, that of various types of joint ventures and 
cooperative industry increased by 87 percent, and that of individual industry 
in cities and towns increased by 279 percent. 


Output targets were reached or surpassed for 82 of 107 major industrial 
products, or 76.6 percent, including television sets, radio-recorders, 
electric fans, bicycles, sugar, steel, cement, and detergents. While targets 
for the 25 other products, including salt, refrigerators for household use, 
washing machines for household use, and chemical fertilizer, were not reached, 
constituting 23.4 percent of the major industrial products. 


In light industry, the output of marketable and high-grade products increased 
by a big margin, with improved quality and more famous brand quality products 
produced. The annuai light industry output value totaled 30,528,000,000 yuan, 
an increase of 25.6 percent over the previous year. Of this, the electronics 
industry rose by 21.4 percent and the textile industry by 20.7 percent. 


The output of major light industry products was as follows: 











Percentage 





Increase 
1985 Output Over 1984 

Cotton yarn 68,700 tons 27.0 
Cotton cloth 251 million meters 19.0 
Chemical fibers 31,065 tons 61.4 
Silk 2,549 tons - 0.7 
Paper and paperboard 526,300 tons 19.7 
Sugar 1,720,000 tons 39.3 
Beer 162,000 tons 73.6 
Salt 582,600 tons - 3.5 
Chemical pharmaceuticals 2,201 tons 1.0 
Detergents 54,200 tons 36.5 
Bicycles 2,056,400 14.9 
Sewing machines 1.6 million 0.3 
Wrist watches 8,791,000 202.6 

of which: 

mechanical watches 965,000 -24.3 
Radios 1,179,600 124.7 
Recorders 5,092,700 95.1 
Television sets 1,340,600 134.5 

of which: 

color television sets 1,009,800 293.1 
Washing machines for 

household use 778,600 91.8 
Cameras (metal) 186,000 4 
Refrigerators for 

household use 240,400 64.5 
Electric fans 13,100,500 97.8 
Light bulbs 80,520,000 - 1.6 


In 1985, the output value of heavy industry was 15,558,000,000 yuan, an 
increase of 25.7 percent over 1984. Of this, the engineering industry (heavy 
industrial products) rose by 54.9 percent, the building material industry rose 
by 34.6 percent, and the metallurgical industry rose by 15 percent. 


The output of major heavy industrial products was as follows: 











Coal 


Refined crude oil 


Electricity 


of which: 


hydroelectricity 


Pig iron 
Steel 


Finished steel products 
Iron ore (raw ore) 


Timber 

Cement 

Plate glass 
Sulphuric acid 


(100 percent) 


Caustic soda 


Chemical fertilizer 

Boilers for industrial use 

Internal-combustion engines 
(sold as commodities) 

Power generating equipment 


Small tractors 


1985 Output 





8,122,700 
6,910,700 


17,517 


7,696 


634,300 
697,000 
787,600 


7,494,900 
4,328,700 
11,499,700 


859,940 


647,900 
83,400 
599,900 
1,593 


916,100 
62,400 
33,600 


tons 

tons 

million 
kilowatt-hours 


million 
kilowatt-hours 
tons 

tons 

tons 

tons 

cubic meters 
tons 

standard cases 


tons 
tons 
tons 
tons 


horsepower 
kilowatts 


Percentage 
Increase 
Over 1984 





Better economic results were achieved in industrial production, and the 
quality of industrial products was improved. 


of 18.2 percent over 1984. 
11.1 percent, an increase of 0.3 percent. 
gold and silver medals, 139 products won ministry fine-quality awards, and 369 
New achievements were also made 


products won provincial fine-quality awards. 


in the efforts to save energy. 


Per capita labor productivity in 
industrial enterprises owned by the whole people was 16,881 yuan, an increase 
The rate of provincial fine-quality products was 
Twenty products were awarded state 


Compared with the previous year, 41 of the 55 


indices for energy consumption per unit of comparable products dipped, and 


energy consumption per 10,000 yuan of output value was 3.54 tons of standard 
coal, down by 6.4 percent, saving 1.09 million tons of standard coal a year. 
The budgeted profits of locally-administered state enterprises and the taxes 
levied on the sales of their prodicts rose by 27.9 percent over the previous 
yea~, while the losses incurred dr.»pped by 19.1 percent. 
of comp cable products still went up 7.3 percent and the proportion of enter- 


prises suffering losses was still a bit higher. 


III. Investment in Fixed Assets 


But the total cost 


Total investment in fixed assets by state-owned units in 1985 was 


13,781,000,000 yuan (including that of the special economic zones, which was 


3,894,000,000 yuan), an increase of 62.8 percent over 1984, 


Of this, 





investment in capital construction was 10,346,000,000 yuan, an increase of 
69.2 percent, and that in local projects included in the plan for capital 
construction was 3,083,000,000 yuan (not including the special economic 
zones), an increase of 58.4 percent. Of the investment in capital construc- 
tion, that covered by the national budget was 1,522,000,000 yuan, up 13.1 
percent; that using internal loans was 2,321,000,000 yuan, up 22.5 percent: 
that using foreign capital was 1.53 billion yuan, up 70 percent; and that 
using self-collected funds was 3,977,000,000 yuan, up 138 percent. Investment 
for renewing and transforming old projects was 3,435,000,000 yuan, up 46.2 
percent, of which investment covered by the national budget was 64 million 
yuan, down 64.3 percent, that using internal loans was 1,567,000,000 yuan, up 
115 percent, that using foreign capital was 185 million yuan, up 79.6 percent, 
and that using self-collected funds was 1,472,000,000 yuan, up 16.8 percent. 


Of the total investment in fixed assets owned by the whole people, investment 
in productive construction was 8,063,000,000 yuan, an increase of 64.8 percent 
over the previous year; and investment in nonproductive construction, such as 
in building public facilities, houses, schools, and hospitals, was 
5,718,000,000 yuan, co increase of 60.2 percent. 


Of the total investment in various sectors of the national economy, investment 
in energy, transport, and telecommunications, and culture and education, and 
scientific research departments registered a more rapid increase in 1985. Of 
this, investment in the energy industry was 918 million yuan, as increase of 
37.6 percent over the previous year; that in transport and telecommunications 
was 2,039,000,000 yuan, an increase of 36.9 percent; and thai in cultural and 
educational undertakings, public health, and scientific research departments 
was 868 million yuan, an increase of 50.4 percent. 


In 1985, new fixed assets turned over to state-owned units were valued at 
8,831,000,000 yuan, and the rate of availability of such assets was 64.1 
percent. Of Guangdong's 81 large- and medium-sized major capital constriction 
projects, 14 projects and 8 single-item projects were completed and put into 
operation. Of the 87 projects for renewal and transformation, with a value of 
over 10 million yuan each, 20 were completed and put into operation. The 
Shaoguan Power Plant, the Anpu Sugar Refinery, and the Beijing-Wuhan-Guangzhou 
coaxial project were also completed aid put into operation. Newly-added 
annual production capacity for the whole province consisted of facilities for 
producing 375,000 tons of coal, 357,300 kilowatts of power-generating capacity 
(including 347,500 kilowatts of thermal power-generating capacity), 644.7 
kilometers of power-transmission line (above 110,000 volts), 1,286,600 tons of 
cement, 389,300 tons of sugar, 720,000 recorders, and 220,000 television sets. 
The cargo-handling capacity at 26 newly-built docks was 6,535,000 tons. In 
1985, the province purchased 29 new ships, totaling 252,000 tons, newly-built 
or rebuilt 2,123 kilometers of highways, established 3,354 kilometers of long- 
distance electric cables and 1,466.9 kilometers of microwave circuits, and 
purchased telephone exchanges capable of putting through 54,000 lines. Some 
13,900 beds were added to guesthouses and hotels, and 367,200 new seats were 
offered for students. Running water supply capacity was increased by 436,100 
tons a day. Also, some 1,831 public vehicles were purchased to improve urban 
traffic. 








A steady development was achieved in the building industry. The total output 
value of locally-administered state building and installation enterprises 
increased by 40.7 percent over the previous year, and all-staff labor pro- 
ductivity reached 11,000 yuan, an increase of 24.9 percent. 


New progress was made in geological prospecting. In 1985, the total drilling 
footage for geological prospecting was 101,000 meters, 101 percent of the 
annual plan. Eight major mineral resources were discovered. Newly-verified 
reserves of six major minerals, including kaolin and arenaceous quartz, met or 
topped state targets. New progress was also achieved in exploring for Nanhai 
oil, and the rate of success in well-drilling was raised. 


IV. Transport, Posts, and Telecommunications 


In 1985, the construction and management of provincial transport facilities 
were strengthened. Both the passenger and freight transportation volumes 
increased continuously. Total freight volume handled by provincial transport 
departments reached 160.52 billion ton-kilometers, up 4.5 percent over 1984. 
Of this, the volume of railway freight transport was 10,228,000,000 ton- 
kilometers, up 1l.5 percent; the volume of road freight transport was 641 
million ton-kilometers, up 1.7 percent; the volume of waterway cargo transport 
was 149,610,000,000 ton-kilometers, up 4 percent; and the volume of air 
freight was 38 million ton-kilometers, up 46.2 percent. The volume of cargo 
handled at major sea ports was 38.39 million tons, up 5.6 percent. The volume 
of passenger transportation by all means reached 25,338,000,000 person- 
kilometers, a 16.6 percent increase over 1984. Of this, railways accounted 
for 5,041,000,000 person-kilometers, an increase of 21.1 percent; roads, 
16,191,000,000 person-kilometers, up 13.6 percent; air, 2,109,000,000 person- 
kilometers, up 51.8 percent; and waterways, 1,997,000,000 person-kilometers, 
up 4.1 percent. 


There was a considerable increase in post and telecommunications transactions 
in 1985, and the backward situation in this field was greatly improved. Total 
post and telecommunications transactions for the whole province were 219 
million yuan, an increase of 30.2 percent over 1984. Of this, letters 
increased by 15.9 percent, telegrams increased by 34.9 percent, and long- 
distance calls increased by 38.4 percent. However, the development of 
telecommunications stili cannot satisfy the needs of the development of the 
national economy and the people's livelihood. 


The all-staff labor productivity of transport, post, and telecommunications 
departments was raised to a certain extent. That of civil aviation depart- 
ments rose by 42 percent; that of highway departments rose by 8.4 percent; and 
that of post and telecommunications departments rose by 18.7 percent. There 
was also a considerable increase in the profits gained by these departments, 
of which railways increased by 37.3 percent and post and telecommunications 
enterprises increased by 37.4 percent. 








V. Domestic Trade and Material Supply and Marketing 


With the development of industrial and agricultural production and the further 
reform of the commercial system, the channels for commodity circulation were 
unclogged and the market was brisk and prosperous. In 1985, the total value 
of commodities purchased by state-owned commercial departments and supply and 
marketing cooperatives reached 27.75 billion yuan, topping the previous year 
by 29.6 percent. Of this, the value of industrial products was 21.83 billion 
yuan, an increase of 40.7 percent, and that of agricultural and sideline 
products dropped by 2.8 percent due to the expansion of rural fair trade, 
relaxed policies on pig and poultry raising and purchasing of eggs, and 
abolition of the system of state monopoly for purchases. Purchases of some 
major industrial and agricultural products surpassed those of 1984. Among 
them, the purchase of cotton and chemical fiber blend cloth rose by 57.2 
percent, polyester and cotton blend cloth 58.2 percent, washing machines 97.2 
percent, recorders 90.9 percent, refrigerators 210 percent, electric fans 340 
percent, edible oil 29.4 percent, tea 230 percent, oranges and tangerines 79.6 
percent, and jute (ambary) 120 percent. 


Total volume of retail sales in 1985 was 34,319,000,000 yuan, a 25.6 percent 
increase over 1984, or a 10.5 percent increase if the rise in retail prices is 
excluded. Of this, the sale of consumer goods went up 26.2 percent, and that 
of the means of agricultural production rose by 9.6 percent. There was an 
overall increase in the retail sales of various economic forms, but those of 
the joint venture and individual units rose more quickly. The retail sales 
volume of state-owned enterprises was 15,665,000,000 yuan, up 16.5 percent; 
that of collective enterprises was 9,604,000,000 yuan, up 14.8 percent; that 
of joint venture enterprises was 923 million yuan, up 55.5 percent; that of 
individual units was 5,408,000,000 yuan, up 78.8 percent; that of the 
enterprises solely run by overseas Chinese and Hong Kong and Macao compatriots 
increased by 76.2 percent; and that of goods sold by the peasants to nonagri- 
cultural residents was 2,716,000,000 yuan, up 42.9 percent. 


The consumption structure of both urban and rural residents was somewhat 
changed in 1985. The proportion of retail sales of food and drinks dropped 
from 50.5 percent in 1984 to 47.6 percent, that of clothing dropped from 14.8 
to 13.5 percent, and that of daily necessities rose from 21.2 to 25.7 percent. 
There was a considerable growth in the retail sales of main consumer goods. 

Of this, the sale of grain went up 11.5 percent, sugar 21.8 percent, eggs 29.2 
percent, tea 11.6 percent, woollen goods 42.6 percent, clothes 10 percent, 
wrist watches 61.7 percent, electric fans 200 percent, recorders 100 percent, 
television sets 24.2 percent, washing machines 56.7 percent, refrigerators 
99.4 percent, and bicycles 19.7 percent. 


The economic results achieved by provincial commercial department, the grain 
bureau, and the supply and marketing cooperative in 1985 were as follows: The 
net commodity sales volume continued to grow. Compared with 1984, it went up 
23.1 percent. The gross profit rate rose by 2.4 percent, while the rate of 
expenses dropped by 5.3 percent. Both profits on operations and profits 
realized increased. Profits realized by the commercial departments increased 





by 44.6 percent, that of the grain departments decreased, while the supply and 
marketing cooperatives made up deficits and increased surpluses. The profit 
and tax rates of the circulating funds of these departments rose by 54 
percent, and the value of losses suffered by the relevant units declined by 
41.2 percent. But the speed of circulation of the circulating funds was 13 
days slower. 


The reform in the commercial circulation sphere made much headway, and a 
circulation system characterized by multiple channels, fewer links, and 
opening up was gradually established, which promoted the prosperous develop- 
ment of the commercial economy. Of the more than 4,000 small commercial 
enterprises onwed by the state and dealing with retailing and the catering and 
service trades, 92.7 percent were changed into state enterprises run by the 
collective, 1.7 percent were changed into collective enterprises, and 5.6 
percent were leased to individuals. The volume of business in both urban and 
rural markets reached 7,148,000,000 yuan, a 32.9 percent increase over 1984. 


Market prices rose by a considerably big margin. In 1985, the general retail 
price index went up 13.6 percent over the previous year, of which that of 
consumer goods was up 14.8 percent and that of the means of agricultural 
production up 4.4 percent. The price index for the workers’ living expenses 
rose 17.1 percent, the overall level of purchase prices for farm produce and 
sideline products rose 14.9 percent, and the general price index for rural 
fair trade rose 18.1 percent. The retail price index of cities and county 
towns rose 17.5 percent, while that of the countryside rose 9.1 percent. 
Judging from different categories of commodities, the price of food as a whole 
rose 19.9 percent, with vegetables up 46.2 percent, meat, poultry, and eggs up 
28.9 percent, and aquatic products up 24.3 percent; the price of clothing rose 
3.1 percent; that of daily necessities rose 4.6 percent, of which furniture 
rose 9.4 percent; commodities for cultural and recreational activities rose 
2.6 percent; books, newspapers, and journals 19.4 percent; pharmaceuticals and 
medical appliances 3.1 percent; and fuel 16.0 percent. However, the 
phenomenon still existed that some units did not strictly observe relevant 
regulations on price controls and inaiscriminately raised prices or raised 
prices in disguised forms. 


The total value of consumption of the means of production rose 25.8 percent in 
1985. Compared with the previous year, the consumption of coal rose 8.8 
percent; pig iron 16.3 percent; steel products 24.2 percent; cement 23.3 
percent; and timber 11.7 percent. With the gradual development of reform of 
the commodity circulation system and the expansion of the role of market 
regulation, the volume of business of the productive means trading center of 
the material departments reached 340 million yuan in 1985, a 660 percent 
increase over 1984. The period for circulation of fixed-quota floating funds 
was 47 days, 8 days shorter than the previous year. 


VI. Foreign Trade and Tourism 


In 1985, our province adopted positive measures to encourage exports and 
improve management. Both imports and exports were thus further promoted. 
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Total purchases for foreign trade were 5,608,000,000 yuan, an increase of 42.2 
percent over 1984, [wai mao chu kou: 1120 6319 0427 0656] fulfilling 110.6 
percent of the planned target. Total foreign export value was 2,898,000,000 
yuan, up 15.7 percent, of which the value of export trade [mao yi chu kou: 
6319 2496 0427 0656] was 2,483 million yuan, up 14.8 percent. 


New headway was made in foreign economic and technological cooperation and in 
using foreign capital. In 1985, 12,000 contracts on using foreign capital in 
various forms were signed, according to which some $2,340,000,000 of foreign 
funds would be used, an increase of 47.5 percent over the previous year, but 
only $770 million of foreign funds were actually used. The number of Chinese- 
foreign joint venture and cooperative enterprises and the enterprises solely 
run by businessmen from the outside is increasing in our province. 


In 1985, some 39 contracts on building projects abroad and on labor coopera- 
tion were signed, amounting to $17,330,000. The volume of business fulfilled 
in the whole year was $23,500,000. 


Tour‘sm was further developed. By the end of 1985, including the Foshan port, 
the Guanghai port of Taishan County, and the Lianhuashan port of Fanyu County, 
which were newly-opened with the approval of the State Council, there were 
altogether 23 passenger transit ports in our province. The number of people 
entering our province last year was 16,780,000, a 40.1 percent increase over 
the previous year. The number of people, coming from 116 countries and 
regions, who were received by the tourist departments in 1985 and who came 

on tours or visits, to see their relatives and friends, or to engage in 
various exchange activities, was 1,850,000, an increase of 0.8 percent. Among 
them, there were 586,000 foreigners, an increase of 5.7 percent, and 1,265,000 
overseas Chinese and Hong Kong and Macao compatriots, a 1.3 percent decrease. 
Annual foreign exchange income was equal to 695 million yuan, a 42.4 percent 
increase over the previous year. 


VII. Special Economic Zones and Open Cities 


Through large-scale construction over the past few years, the investment 
environment has been greatly improved in the special economic zones of our 
province. More and more foreign funds have been introduced, industrial 
production has gradually developed and the economic construction is advancing 
full steam ahead. In 1985, total investment in capital construction made by 
the Shenzhen Zhuhai, and Shantou special economic zones was 3,840,000,000 
yuan, an increase of 88 percent over 1984. Some 682 contracts were signed 
with foreign firms on using foreign funds in various forms, according to which 
the foreign firms should invest $870 million, an increase of 27.7 percent. 

The foreign funds actually used were $250 million. 


In 1985, a continuous and steady development was achieved in various economic 
construction projects in the Shenzhen Special Economic Zone. Basic facilities 
were becoming more perfect day by day. More attention was paid to the import 
of advanced technological and productive equipment, and great efforts were 

made to strengthen industrial construction. The development of export-oriented 
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industrial enterprises was comparatively faster than the other. In the 

whole year, Shenzhen City invested 2.9 billion yuan in capital construction, a 
78.3 percent increase over 1984. Foreign funds actually used by this city 
were $220 million, a 6.7 percent increase. Total industrial output value was 
2.33 billion yuan, a 56.4 percent increase. 


On the basis of improving basic facilities and the investment environment, the 
Zhuhai Special Economic Zone made great efforts to develop the export-oriented 
economy step by step. The city invested 810 million yuan, a 125 percent 
increase over the previous year. 


After completing the construction of the first-phase projects of the Longhu 
Industrial Zone, the Shantou Special Economic Zone continued to develop the 
second-phase projects. In 1985, the special zone invested 110 million yuan in 
capital construction, which was an increase of 143 percent over 1984. The 
construction of factory buildings and warehouses for common use, management 
buildings, ports, and daily service facilities was basically completed. Now, 
an environment suitable for foreign investment has already been created in 
this special economic zone, which has considerable productive capacity. 


Owing to the relaxed policies and the extension of the limits of authority, 
Guangzhou and Zhanjiang, coastal port cities opened to the outside world, 
became more active in foreign economic activities and achieved a vigorous 
development in their economic construction in 1985. The construction of 
factory buildings, ports, and telecommunications facilities in the economic 
and technological development zones of the two cities is developing quickly. 
More major projects on Hainan Island have been totally or partly completed and 
put into operation. Basic facilities on this island have been greatly 
improved over the past year and a good trend has appeared in introducing 
investment from abroad and establishing lateral ties at home, laying a good 
foundation for further development and construction in the future. 


VIII. Science, Education, and Culture 


Science and technological undertakings advanced in the course of reform. The 
ranks of scientists and technological workers were growing steadily and great 
scientific and technological achievements were made. In 1985, there were 
274,200 natural sciences scientists and technicians working in the state-owned 
units of our province (not including the units of the central authorities 
stationed in this province), an 8.9 percent increase over the previous year; 
and the number of social sciences scientists and technicians was 168,200, an 
increase of 24.9 percent. In the whole year, the province made some 500 
important scientific and technological achievements. 


Greater importance was attached to the educational undertakings by the whole 
society. The educational setup was further readjusted, new successes were 
achieved in running schools at all levels and through various channels, and 
the quality of both the teachers and education was improved. There were 44 
institutions of higher learning in our province in 1985, 7 more than in 1984, 
enrolling 1,547 postgraduate students in the same year, 743 more than in the 
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previous year. There were a total of 2,901 postgraduate students studying at 
school, 912 more than in 1984, and 654 postgraduate students graduated. There 
were 74,300 students studying in institutions of higher learning, 16,000 more 
than the previous year, the number of students of finance, law, and other 
professions urgently needed by the society increased more rapidly. The number 
of students in adult institutions of higher learning was 111,400 a rise of 
33,300. Secondary education also advanced amid the reform. The number of 
students in ordinary middle schools was 2,668,600, or 181,000 more than the 
previous year; in secondary vocational schools (including secondary normal 
schools), 72,400 or 11,600 more; in technical schools, 14,800 an addition of 
4,200; and in agricultural middle schools and workers" middle schools, 
123,600, a rise of 43,400. There were 98,000 students in the adult secondary 
vocational schools, 8,200 more than in 1984, and 160,000 in adult secondary 
schools. Marked achievements were made in universalizing primary education. 
The enrollment rate of school-age children rose from 97.7 percent in 1984 to 
98.1 percent in 1985. Since there were fewer school-age children, the number 
of students in primary schools dropped by 206,206,900 and was 7,584,900 in 
1985. Much attention was devoted to preschool education. There were a total 
of 1,002,300 preschoolers in kindergartens last year, an increase of 153,300 
over the previous year. Education for the blind, the deaf, and the dumb, and 
the retarded was also developed. 


The development of culture, art, journalism, broadcasting, television, and 
publication has promoted the construction of socialist spiritual civilization 
in our province. In 1985, the province had 6,010 film projection units of 
various kinds, 1/71 art performance troupes, 123 cultural centers, 11/7 public 
libraries, 106 museums, 18 broadcasting stations, 14 radio transmitting and 
relay stations, 15 television stations, and 16 television transmitting and 
relay stations with capacities above 1,000 watts. In the whole year, 10 
feature films were produced, 1 more than in the previous year, and 18/7 new 
films of all kinds (full-length films) were distributed. Ten TV dramas and 31 
short pieces for TV broadcast were produced. A total of 1,/52,000,000 copies 
of newspapers, 130 million copies of magazines of all kinds, and 364 million 
copies of books were published in 1985, respectively an increase of 7.2, 1.3, 
and 18.2 percent over the previous year. 


IX. Public Health and Sports 


A steady development was achieved in medical and health work. By the end of 
1985, the total number of hospital beds in our province reached 116,900, an 
increase of 4.3 percent over the previous year. The number of professional 
health workers totaled 202,°00, a 2.7 percent increase. This included 73,900 
registered doctors (including 43,000 doctors of traditional Chinese medicine), 
a 2.2 percent increase, and 38,300 registered nurses. The patriotic health 
campaign continued to develop, and epidemic prevention work was strengthened. 
Snail fever, which had spread along the middle and lower reaches of Beijing in 
our province for more than 100 years, was finally eliminated. 


In 1985, gratifying achievements were made in sports. [In world contests, our 
athletes won nine world championships, five runners-up, and five third places. 
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An athlete broke a world record twice. A total of seven championships, seven 
runners-up, and two third places were won in Asian contests, and four athletes 
broke three Asian records four times while another athlete equaled an Asian 
record. In national contests, 7 athletes broke 6 national records 8 times, 
and the province won 59 medals, 53 silver medals, and 57 bronze medals. In 
the first national youth sports meet, our province also won 40 gold medals, 30 
silver medais, and 22 bronze medals. 


Mass participation athletics developed vigorously. A total of 1,096 sports 
meets were held in our province last year, which were participated in by 
372,900 people. About 3.52 million people were qualified for the state 
standards for physical training. 


X. People's Livelihood 


The year 1985 saw continued improvement in the people's standard of living and 
a continued increase in their income. A sample survey of 2,935 peasant house- 
holds in 37 counties showed an average annual per-capita income of 495.3 yuan 
(including 426.98 yuan from productive activities), which was an increase of 
16.5 percent over the previous year, or a 9.8 percent increase if price 
increases are factored. According to a sample survey of 1,600 worker house- 
holds in 19 cities and counties, the average income of city and town residents 
which could be spent on living expenses was 900.7 yuan per capita in 1985. Of 
this, the average income of city residents was 967.6 yuan per capita, an 
increase of 24.8 percent over the previous year, or a 6.6 percent increase if 
the cost-of-living index was factored. 


In 1985, a total of 399,000 people awaiting jobs in the cities and towns of 
our province were given jobs. By the end of the year, the number of workers 
and staff members came to 7,588,100, this being 314,600 more than it was a 
year before. There were 363,000 individual workers in cities and towns, 
83,900 more than a year before. Owing to the wage reform and adoption of the 
new wage system, the total amount of wages continued to increase in 1985. 
Annual wages of workers and staff members in our province totaled 9,820 
million yuan, a rise of 20.4 percent over 1984. Of this, there were 
2,104,000,000 yuan of bonuses and above-quota piece rate wages, an increase of 
18.4 percent. The average annual money wage (including honuses, allowances, 
and subsidies) was 1,388 yuan, 16 percent more than in the previous year. If 
the rise in prices is factored, there was still an increase in the actual 
income of most workers and staff members. But due to the uneven economic 
development in various areas and enterprises, the actual income of a small 
number of workers and staff members greated decreased. 


Living conditions for both urban and rural residents were continuously 
improved and savings deposits showed a rapid increase. Housing projects 
completed by state-owned units totaled 9,105,000 square meters in 1985, and 
those completed by rural collective units and by the peasants individually 
were 26,657,000 square meters. Total bank savings in urban and rural areas 
was 16.72 billion yuan by the end of 1985, or 4. .2 percent more than at the 
end of the previous year. 
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Affairs concerning civil administration were further developed and achieve- 
ments were made in social fosterage work. In 1985, a total of 48 social 
welfare projects were established at and above the county level by the civil 
administration departments of our province, taking in 3,332 people. In the 
countryside, some 122,600 orphans, old people, handicapped, and infants were 
provided for by the collective economy. 


XI. Population 


Population by the end of 1985 was 62,531,000, which was 872,000 more than the 
end of the previous year. Headway was made in controlling the growth of 
population. According to a sample survey of 342 points in 39 cities and 
counties, the birth rate of the year was 2.07 percent, the death rate was 
0.633 percent, and the natural growth rate was 1.437 percent. 


Explanations: Total product of society is summation of the output value of 
agriculture, industry, construction, transport, post and telecommunications, 
and commerce (including material supply and marketing and catering trade). 

The national income is summation of the net output values of the above- 
mentioned five material production sectors. The gross domestic product is 
summation of the appreciations of various sectors of our society, including 
the values newly created by material production sectors and the net incomes of 
nonproduction sectors, as well as the total depreciation of the fixed assets 
of the whole society. The total product of society, national income, and 
gross domestic product listed by this "bulletin" were based on the 

initial calculation of prices of that very year, the growth rates were 
calculated in terms of comparable items, and the total industrial and 
agricultural output value was calculated at 1980 constant prices. The total 
agricultural output value and the output value of township and village 
industries were adjusted by means of county (or city) figures, and their bases 
were also readjusted accordingly. 


/9599 
CSO: 4006/939 
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AGGREGATE ECONOMIC DATA 


QINGHAI RELEASES FIRST QUARTER PRODUCTION STATISTICS 
HK120147 Xining Qinghai Provincial Service in Mandarin 2330 GMT 11 Apr 86 


[Excerpts] The provincial statistics bureau held a press briefing on 11 
April to announce the results of industrial, agricultural, and animal 
husbandry production in the first quarter. 


During this period, the province's industrial production made a slow start, 
and output value declined in January and February. Thanks to the prompt 
measures taken by the provincial CPC committee and government, production 
revived rapidly in March, basically recouping the shortfall of the previous 2 
months. Industrial output value for the whole quarter was 390 million yuan, a 
rise of 1.73 percent over the same period last year. Output value showed 
increases in Xining City, Haixi, and Haibei autonomous prefectures, the 
provincial light and textile industry department, and the electric power 
bureau, while declines were registered in Haidong Prefecture, Huangnan 
Autonomous Prefecture, the machine-building department, and the building 
materials bureau. 


In agriculture and animal husbandry, the task of fighting natural disaster and 
carrying out rescue work was basically completed in the Tanggula area and 
parts of Yushu and Golog prefectures. Losses caused by the natural disasters 
were reduced. The province has now switched to the stage of protecting the 
livestock from disasters. Most parts of the province have now completed 
spring sowing. According to sample surveys, the spring-sown area is less than 
last year, however, the area of industrial crops has increased. 


The main problems in the province's economic work are: The decline in the 
sown area of grain is bound to affect the fulfillment of the year's grain 
plans; a few industrial enterprises show signs of slackness; some products are 
stockpiled; and there is a shortage of circulating funds. This affects normal 
production in the enterprises. 


/9599 
CSO: 4006/938 
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AGGREGATE ECONOMIC DATA 


SHANXI ECONOMY REGISTERS 'STEADY' FIRST QUARTER PROGRESS 
HK150229 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 14 Apr 86 


[Text] Shanxi's economy registered sustained and steady development in the 
first quarter. A relatively good growth momentum was maintained in industrial 
production, whose value rose by 2.1 percent over the same period last year. 
Profit and tax of industrial enterprises covered by the budget rose by 8./ 
percent and their profit and tax turnover to the state rose by 0.3 percent. 


The main features of the period were: Light industry growth outstripped heavy 
industry; output growth in enterprises under ownership by the whole people 
outstripped that in collective ownership enterprises; output growth in local 
enterprises outstripped that in central enterprises; and there was relatively 
great growth in output of marketable products. 


Total retail sales volume in the province during the quarter rose by 0.9 
percent over the same period last year. Viewing the sales figures, there was 
a big increase in sales of domestic electrical appliances. 


At the same time, capital instruction investment was effectively controlled. 
The fulfillment of revenue plans was good. There was a slight increase in 
currency in circulation compared with the same period last year. 


/9599 
CSO: 4006/938 


17 











AGGREGATE ECONOMIC DATA 


BRIEFS 


HAINAN EXPANDS DIVERSIFIED PRODUCTION--After readjusting the structure of 
production, the agricultural reclamation system in Hainan has expanded 
diversified production activities. Last year, its gross industrial and 
agricultural output value totaled about 600 million yuan, an increase of 81.4 
percent over 1980. Industrial output value exceeded 100 million yuan. As of 
the end of last year, the total area growing various kinds of tropical and 
subtropical cash crops and trees totaled 1.3 million mu. At present, the 
agricultural reclamation system has over 150 state-run industrial enterprises 
and over 1,400 commercial centers. [Summary] [Guangzhou Guangdong Provincial 
Service in Mandarin 1000 GMT 7 Apr 86 HK] /9599 


HENAN INDUSTRIAL OUTPUT VALUE--The province improved industrial production in 
March after a decline in January and February. The province's industrial 
output value for March amounted to 2.96 billion yuan, an increase of 39.3 
percent over February. The province's industrial output value for the first 
quarter was 7.6 billion yuan, an increase of 2.3 percent over the same period 
last year. [Summary] [Zhengzhou Henan Provincial Service in Mandarin 2300 
GMT 7 Apr 86 HK] /9599 


CSO: 4006/938 
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ECONOMIC MANAGEMENT 


COMMERCE OFFICIAL ON MARKET COMMODITY SUPPLY 
OW0O50759 Beijing Domestic Service in Mandarin 1200 GMT 3 Mar 86 


/Text/ A responsible person in the Ministry of Commerce pointed out at a 
national conference of commerce department bureau directors on 3 March: The 
commerce department this year should continue to take measures to properly 
arrange market supply and ensure the flow of daily necessities, particularly 
nonstaple foodstuffs, to the people. 


The responsible person said: Generally speaking, commodity supply on China's 
markets last year was satisfactory. Despite the heavy pressure created by 
the reforms of the pricing and wage systems, the prosperity and stability of 
urban and rural markets continued, and the two reforms proceeded smoothly. 
However, certain problems did exist. For instance, vegetable prices in some 
cities rose too much in May and June last year soon after the prices were 
decontrolled. 


He pointed out: This year, the stress should be on ensuring ample supply of 
grain, vegetables, meat, eggs, and other nonstaple foodstuffs. All localities 
should further strengthen their leadership over vegetable production and 
marketing. State-run vegetable companies should improve their management and 
services, play a better role as the main vegetable suppliers, and ensure ample 
vegetable supply for urban residents. 


He also called on the commerce departments in all localities to work actively, 
in coordination with industrial departments, to further readjust the product 
mix and make great efforts to increase production and supply of marketable 
goods. In particular, he urged them to ensure the production and supply of 
superior wine, cigarettes, and famous-brand durable consumer goods. 


/12228 
CSO: 4006/925 
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ECONOMIC MANAGEMENT 


PRICE AS MARKET REGULATOR EXAMINED 
Beijing JINGJI KEXUE [ECONOMIC SCIENCE] in Chinese No 6, 20 Dec 85 pp 52-56 


[Article by Dai Guanlai [2071 0385 0171] of the Price Research Institute of 
the State Price Bureau: "On Bringing the Regulative Function of Price Into 
Full Play") 


[Text] 1. Price Is A Comprehensive Means of Regulation 


The "Resolution of the CPC Central Committee on the Reform of Economic 
Structure" clearly points out: "Price is the most effective means of 
regulation." This important formulation is a major breakthrough in the 
socialist theory of economic regulation. It not only totally comforms to the 
reality of China's economic reform but also has a sufficient theoretical 
basis. 


The regulative function of price refers to the function performed by price in 
readjusting and controlling the activities of social reproduction and _ the 
relations of ratios. This function is determined by the inherent property of 
price itself. It is the effect of the property of price. The property of 
price determines that price is a comprehensive means of regulation which is 
able to regulate production, exchange, distribution and consumption all at the 
same time. 


Price is a major economic category of the commodity economy. During the 
process of commodity production, it reflects a kind of economic relation 
resulting from commodity exchanges between related economic units. Through 
such economic relations, price reflects in a comprehensive manner the actual 
cost of production, the comparable use value and the supply and demand 
relations of commodities. Because of this, price is a comprehensive index. 
This characteristic of price determines the comprehensive nature of the 
regulative function of price. 


The actual cost of a commodity is the transformation of commodity value and 
the sum total of the cost of production and profits of the commodity. 


In capitalist society, capitalists thought production cost only as_ variable 
and fixed capital; therefore, "cost is measured by the consumption of 
capital." (Footnote 1) ("Das Kapital” Vol 3, p 33) In fact, "the actual cost 
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of commodity production of society is measured by the consumption of labor." 
(Footnote 2) (Loc. cit.). It basically conforms to the quantity of value 
which is calculated as the sum total of the cost of production and profits. 


However, actual cost also has some characteristics that are different from 
those of value. Judged from the quality of actual cost, it has dual 
characteristics. On the one hand, it is measured by the consumption of labor 
including both materialized labor consumed in commodity production and 
necessary labor and surplus labor. Judged from this point, actual cost is 
close to the category of value. On the other hand, in actual economic 
activities, actual cost is measured by the sum total of production cost and 
profits instead of direct’ by labor time; therefore, it is close fo the 
category of price. Judged from the quantity of actual cost, it also has dual 
characteristics. On the one hand, actual cost includes profits and is larger 
than capital consumption; therefore, it is close to the quantity of value. On 
the other hand, in commodity production, the value of all production input is 
calculated with prices formed finally on the commodity market; therefore, if 
there is any deviation from the value, it will be calculated into actual cost. 
(Footnote 3) ("In capitalist production, production capital is usually 
purchased through the market; the: efore, the production price of one 
production department including its profits will be added to the production 
price of another production depa:‘tment." "Das Kapital" Vol 3 p 179) In the 
meantime, since the quantity of profits is not exactly the same as the 
quantity of surplus value, actual cost is not necessarily the same as value in 
quantity. Because of this, actual cost is referred to as "actual cost price” 
by classics. Due to its dual characteristics in quality and quantity, actual 
cost naturally becomes a form of transfer from value to orice and serves as a 
bridge between value and price. Away from the calcu! .tion of actual cost, 
value can be nothing but an abstract term and nobody woud know what is value 
and how much value there is. Since the days of classica. political economics, 
economists have always been using actual cost or production cost to explore 
the category of natural cost (value) hidden behind actual cost or production 
cost. 


Under a socialist system, laborers' interests are basically identical with 
social interests; therefore, actual cost, which calculates and reflects the 
actual labor consumption of society, is of a greater immediate significance. 


During different stages of commodity production development, there are 
different ways to calculate the profit part of actual cost such as profit 
rates on wages, funds and production cost and comprehensive profit rate. 
Actual cost calculated in such ways is referred to respectively as value 
price, production price and dual- or multi-channel price. Among these prices, 
cost of production is the necessary production cost of society instead of the 
production cost of individual enterprises and profit is returns in identical 
proportion to the necessary production cost or funds of society instead of 
returns from market prices. 


Actual cost is not actual market price, but the tranformation of value and the 
direct basis of price. (Footnote 4) (Changnuan Hu [2490 2541 5170): "“JIAGE 
XUE" [THEORY OF PRICE], p 136, price transformation is the basis of price 
computation, B Qinjiyaruanke [2953 0679 0068 6516 4430], "The Issue of Forming 








Planned Prices," Russian Edition, p 188) Used as a direct basis for all 
commodity prices, actual cost is "a kind of regulation for prices." (Footnote 
5) ("The Complete Works of Marx and Engels," Vol 1, p 606) It is because of 
this that prices are indexes for actual cost. 


Price not only is an index for actual cost but also reflects commodity supply 
and demand relation on the market. In actual market exchanges, "prices are 
determined by supply and demand relation . . . Changes in supply and demand 
relation cause prices to go up and down." (Footnote 6) (The Complete Works of 
Marx and Engels," Vol 1, p 385) Therefore, changes in supply and demand 
relation may cause commodity prices to drift off the actual cost of 
commodities in quantity. In other words, commodity price is also an index for 
supply and demand relation. 


As a comprehensive index for actual cost and supply and demand relation, 
prices are rational only to the same commodities of standard use value. Such 
commodities can be distinguished from those of different use values in the 
extent of use, but they cannot be compared with the latter in regard to the 
quantity of use value. They are comparable only in terms of actual cost. 
Price is the index of actual cost. Due to the changes of supply and demand 
relation during different time periods of market, price is also the index of 
the supp>*y and demand relation of the same commodity. When pricing a specific 
commodity, we refer to the former as "price parity" between the commodity and 
others and the latter as "price disparity" reflecting the supply and demand 
relation of the commodity itself. 


However, in a major category of commodities which are used for the same 
purpose, vbjective comparability exists between the use value of standard 
products and that of non-standard products in regard to quality, use function 
and use effect. Such comparability is the concrete content of usable value. 
For instance, textiles of identical specifications and designs differ in 
quality and grade due to the different numbers of broken ends occurred during 
the process of spinning. For another instance, tractors of different models 
used for the same purpose differ in use functions. Such differences of 
quality and functions, judged from consumers' point of view, are differences 
of use effect. Consumers buy commodities not for commodity value but for use 
value. Therefore, among products of comparable use value, "some commodities 
have the advantage of others." This means that if the prices of standard 
products are determined by actual cost, the prices of non-standard products 
will be different from the prices of standard products. No matter how much 
the actual cost of non-standard products is, their prices must be related to 
their use value. The greater their use value is compared to that of standard 
products, the higher their prices will be. The price difference resulting 
from the comparability of use value is also referred to generally as price 
disparity such as quality, specification and efficiency disparities of prices. 
Judged from this point of view, price is also the index of comparable use 
value. 


Since all commodities have actual cost of production, comparable use value and 
a certain supply and demand relation after being put on the market, the prices 
of all commodities are the comprehensive reflection of actual cost, comparable 
use value and supply and demand relationship. 





It is because of the properties of comprehensive indexes that price is able to 
exercise a comprehensive regulative function in many fields, instead of one 
field of social economic activities. 


The comprehensiveness of price regulation makes it the most effective one of 
all means of national economic regulation. 


2. Price is the most effective means of regulation. 


In a socialist commodity economy, economic activities can be regulated with 
various means. Major regulative means are administrative, economic and legal. 
Among them, price is the most effective one. 


The means of economic regulation include planning, finance, banking, wage 
distribution and pricing. The word, planning, here should be explained in a 
narrow sense. Since a socialist economy is a planned commodity economy and 
all economic means have a certain degree of planning, ina broad sense, all 
economic means will be also considered as means of planning. In a narrow 
sense, the means of planned regulation refers to concrete plans drawn up for 
the production, exchange, distribution and consumption of products for product 
variety and output, buying and selling and rationed consumption. 


The so-called regulation through the means of planned regulation actually 
means that all leading economic organs of society transmit concrete plans from 
higher to lower levels to regulate various links of reproduction and _ the 
activities of various economic units. Such regulative means can be divided 
into command- and guidance-plan regulation. 


Command plans are a means of regulation integrated with the means of 
administrative regulation. If grassroots units refuse to carry out such plans, 
relevant personnel will receive administrative sanctions. If plans are 
carried out successfully, such personnel will be promoted by leading 
administrative departments at higher levels. Therefore, the regulation of a 
guidance plan is not a complete economic means. The regulative means of 
guidance plan has the defects of the means of administrative regulation. It 
is not an effective means of regulation. 


Unlike the regulative means of a command plan, the regulation of guidance plan 
"works mainly through the functions of economic levers." (Footnote 7) (The 
Third Plenary Session of the CPC Central Committee) This regulative means 
interacts with other means of economic regulation. However, since the 
regulation of guidance plan is based on price regulation, the effectiveness of 
such planned regulation should be analyzed along with the means of price 
regulation. 


Of all economic levers, the lever of state expenditures is used to regulate 
the redistribution of net social income centralized by the state. 


Along with the progress of tax-for-profit reform, state revenue mainly comes 
from taxes. The main function of tax is to collect net income. The function 
of regulating income distribution and production is only a derivative. The 
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main way of regulating distribution through taxes is to collect income tax. If 
income taxes are not levied according to progressive rates, the impacts of 
such taxes on the interests of all economic units will be the same; therefore, 
the function of regulating distribution is very limited. The way of 
regulating production through taxes is to a levy product tax. However, Since 
product taxes can be levied only on major categories of commodities and it is 
impossible to set a tax rate for each and every category of commodities, tax 
regulation is not used as often in production as price regulation. Besides, 
tax rates cannot be changed without going through certain legal procedures; 
therefore, tax regulation is not as flexible and timely as price regulation. 
Because of this, the means of financial regulation is not as effective as 
price regulation whether in the field of revenue or expenditures. 


Monetary means includes mainly means to regulate the total amount of money 
Supply and credit. The means of currency regulation refers mainly to the 
People's Bank of China (equivalent to central banks in other countries) 
regulating the balance between aggregate social demand and supply of currency 
by controlling the total amount of currency supply. Generally speaking, 
increases or decreases in total money supply have direct impact on encouraging 
or restraining aggregate social production. However, as far as_ specific 
sectors or commodities are concerned, changes in total money and aggregate 
social demand and supply have no direct impact. Therefore, as far as specific 
commodities are concerned, the means of currency regulation is not as profound 
as that of price regulation. 


The function of credit regulation is to regulate the surplus and deficiency of 
currency and funds for all economic units in social reproduction. Such 
regulation is to influence the amount of currency circulated in the capital 
market and the direction of currency flow by increasing or reducing interest 
rates. Theoretically speaking, the circulation of funds is a basic condition 
for social production to meet social demands and credit regulation ought to be 
one of the main regulative means. However, first, we should notice that 
China's commodity production is still very underdeveloped, the credit system 
is very backward and a capital market basically does not exist at present; 
therefore, judged from actual economic activities, the credit lever is still 
unable to perform a greater function of regulation, as in developed countries, 
in the near future. Second, we should notice that price information generally 
is the guideline for using credit to regulate production and circulation. Only 
after the changes of market prices can the flow of funds begin to change 
accordingly, thereby restraining or developing the production of certain kinds 
of commodities. Third, interest is to a certain degree also the price of 
credit funds. In a broad sense, the regulation of credit also refers to the 
regulation of the supply and demand of the capital commodity. Only when the 
prices of general commodities successfully perform their regulative function 
in the national economy can interest play a better role as the price of credit 
fund; therefore, credit regulation is based on price regulation. 


The means of wage regulation is used to affect the income of staff members and 
workers of all departments and fields. After linking wages to profits, wages 
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are regulated by product prices and enterprises' sales income. In the 
meantime, wage readjustments are to a great extent conditioned by the price 
changes of daily necessities; therefore, the function of wage regulation is 
also based on that of price regulation. 


In sum, among all administrative and economic means of regulation, price 
regulation is the most effective one. It is common, flexible, comprehensive 
and fundamental. 


3. It is necessary to give full play to the regulative function of prices. 


In the current reform of the economic system, special emphasis should be put 
on the regulative function of prices in regard to some important fields. 


First of all, it is necessary to fix rational base prices so that the 
production and operational results of enterprises can be evaluated correctly, 
the principle of to each according to his work can be implemented and the 
function of prices regulating income distribution can be brought into play. 
The Third Plenary Session of the CPC Central Committee pointed out: "Chinese- 
Style socialism should be one under which enterprises are full of vitality." 
Because of this, it is necessary to "link everyone's achievements in work 
closely to his material interests" and "establish a better link between staff 
and workers' wages and bonuses and the economic results of enterprises." A 
rational price structure is a must in order to correctly evaluate the economic 
results and work achievements of enterprises, thereby regulating staff and 
workers' income and implementing the principle of to each according to his 
work. In other words, it is necessary to ensure that the after-tax profits of 
all departments are at approximately the same level. This is an issue 
concerning the correct decision on the base prices of commodities. As for how 
to set base prices for commodities, there are now differing views in the 
theoretical circle. Generally speaking, they are no more than the 
abovementioned forms of concrete expression of actual cost. But, as of today, 
no relatively unified conclusion has been reached. If this issue is not 
solved properly, there will be no unified standard for establishing a rational 
price system. In view of China's current situation that there is a great 
disparity between the capital profit rates of light and heavy industrial 
products, there should be two production prices for industrial products. 
Heavy industrial products should use production prices of a lower capital 
profit rate while light industrial products use those of a higher capital 
profit rate. Production prices are an inevitable outcome of commodity prices 
regulating capital flow in the commodity economy. However, currently China 
does not have the conditions to unify production prices. If unified prices 
are implemented, prices have to be substantially reduced for light industrial 
products and increased for heavy industrial products, resulting in inevitable 
reduction in cost of living and wages. This obviously is not realistic. While 
implementing two production prices, higher profits of light industrial 
products may be regulated through taxes so that after such regulation, the 
profit rates of all industrial sectors maintain basically the same level. 


Racing from the same starting line, if an enterprise finds its products in 
great demand and market prices higher than production prices, it may increase 
the income of its staff and workers and expand production with surplus 
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profits; otherwise, it may reduce production. This is the way prices function 
in regulating staff and workers' income and production. As the commodity 
economy develops, the difference between two production prices will gradually 
diminish. 


Second, it is necessary to implement market prices that can balance supply and 
demand, coordinate production and consumption and exercise the function of 
prices regulating supply and demand. In a normal commodity economy, the 
average commodity price of a prolonged period equals actual cost while that of 
a short period differs more or less from actual cost. This is what Marx said: 
"Prices are determined by supply and demand relation." (Footnote 8) (The 
Complete Works of Marx and Engels," Vol 1, p 185) This is what we call prices 
that can balance supply and demand. At present, many comrades are against the 
theory of supply and demand value. They are totally correct but they should 
not reject supply and demand prices because only such prices have the function 
of regulating supply and demand relation in a short period. At present, many 
commodity prices fail to reflect the supply and demand relation, encourage 
products in abundant supply and restrain products in short supply, thus 
destroying the rational ratio between production and consumption. Furthermore, 
prices float covertly "among the people," enabling speculators to gain 
exorbitant profits through illegal sales of products in short supply. Covertly 
floating prices not only cannot accelerate production but cause loss of social 
wealth. It is better to allow prices to float openly as soon as possible so 
that they can accelerate production and increase state taxes. In the meantime, 
due to the development of production, prices may also be stabilized or reduced 
to benefit consumers. 


Third, it is necessary to work out rational price disparities between 
wholesale and retail sales, between different regions and between different 
seasons, unclog commodity circulation channels, expand commodity exchange 
markets and exercise the function of prices regulating commodity circulation. 
Commodity prices vary in different links of circulation, different regions and 
different seasons. Some of these differences are caused by changes in the 
value of commodities (such as freight and storage and damage expenses); others 
are caused by changes in supply and demand relation (such as seasonal changes 
in supply and demand relation of certain commodities). Currently, some of 
these price differences are much too big; others, too small, but the main 
tendency is too small. The current regional price disparity of some farm and 
Sideline products is too small to pay for dealers' expenses; therefore, 
products remain where they have been produced. Such products cannot realize 
their value because they cannot be consumed all by local areas; nor can they 
be exchanged. What is more serious is that at present, many industrial 
products cannot be transferred to rural areas and are piling up in urban areas 
because the price disparity between urban and rural areas is too small and 
commercial departments are reluctant to do business in rural areas. All these 
are unfavorable to expanding the circulation of commodities. 


Fourth, it is necessary to work out quality and efficiency price disparities 
and bring into play the function of prices in improving product quality, 
promoting scientific progress, rationally distributing natural resources and 
encouraging the conservation of natural resources. Normal prices’ should 
reflect the difference between good and poor quality products, the difference 
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of function and efficiency between different products and economic results 
actually witnessed in using advanced scientific and technological products. 
The pricing principle established in the mid 1950's is to add a certain 
percentage of profits (such as 5 percent) to the cost of production and ignore 
the quality, function and effect of products. This method was barely 
practical when products were procured and distributed under state plans 
although it had caused product quality to decline and remain unchanged for 
several decades. Under the new economic system, enterprises' right to free 
purchase is expanding and so are consumers'right. Under this condition, 
prices failing to reflect the disparity of quality and efficiency are 
unacceptable. Currently, very little quality disparity is allowed during 
commodity pricing. Price disparity between new and old products is not Linked 
to the difference in their efficiency. There is no clear pricing principle 
for scientific and technological products and their expenses are emphasized 
over their economic results. This situation is very unfavorable for prices to 
exercise regulative functions. Instead, it may cause negative effects and 
increase the production of products of poor quality and outdated technology. 
Therefore, it is necessary to give more consideration to quality relations, 
advocate the concept of efficiency price disparity and set efficiency price 
disparity for products with efficiency comparability. 


Efficiency price disparity is important especially when pricing raw materials 
and natural resources. In modern production, many natural resources become 
increasingly scarce. To utilize these resources rationally, it is imperative 
to use substitutes on a broad scale. Products which can be used to substitute 
for each other should be priced according to the price of the standard product 
and their performance instead of their actual cost if they have the same 
actual cost but different performance and efficiency. Those of higher 
performance should be priced higher than those of poor performance. If a 
natural resource is used for several purposes, it should be priced according 
to its performance and efficiency when it is used for the most significant 
purpose. Only by doing s0 can we guarantee that departments of poor 
efficiency “cannot afford" this natural resource and give it to be used by the 
most efficient departments of society. 


In sum, price is the most comprehensive, flexible, common and basic means of 
regulation; thereby, it is also the most effective means of regulation. In 
order to develop a socialist commodity economy, perfect planning and control 
systems, expand the scope of guidance planning and invigorate the national 
economy, we should give full play to the regulative function of prices. 
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ECONOMIC MANAGEMENT 


REASONS PAY, EMOLUMENTS DIFFER FROM PLACE TO PLACE 
Wuhan CHANGJIANG RIBAO in Chinese 5 Sep 85 p 5 


{Article: "Why Should One Not Make Simple Comparisons of Wages, Bonuses and 
Subsidies"? ] 


[Text] The following situation exists today. Some enterprises and units want 
high wages and bonuses; regardless of whether business is good or not,of 
differences in areas or of base figures for prices of goods, they compare 
price subsidies with high ones. Such an idea is not workable in practice. 


Why should one not make simple comparisons of wages, bonuses and subsidies? 


Simple comparisons are of no benefit in getting rid of egalitarianism and the 
large common pot. Differences exist between one enterprise and another and 
between one worker and another making it normal for there to be difference in 
Wages and bonuses. When a business has good earnings, wages and bonuses are 
high; when business is poor or when an enterprise operates at a loss, wages 
and bonuses are low. Wages and bonuses are inevitably different between one 
worker and another, for different kinds of work, for different positions, and 
for different contributions made. The method of distribution of "sameness no 
matter whether one works much or little, well or bad" is inconsistent with the 
principle of socialist distribution and it must inevitably stifle the 
enthusiasm of producers and sellers. Only when there is a spread in wages 
and bonuses and there is no eating of “egalitarian rice" or “out of a _ large 
common pot," can the socialist principle of to each according to work be given 
expression, while simple comparisons are, in reality, a reflection of a kind 
of egalitarian thinking. 


Simple comparisons are divorced from objective realities in different places. 
In such a large country as China, there are a thousand and one differences 
between one area and one city and another, so wages, bonuses and subsidies 
cannot be arbitrarily uniform or have a single standard, or be at a_ single 
level. In the realm of price subsidies, there exist numerous elements’ that 
cannot be compared between one place and another. First of all, the time of 
price reforms has differed between one place and another, and the size and 
extent of price readjustments differs, so naturally differences will exist in 
subsidies. Secondly, regions differ and the amounts of subsidies differ. In 
addition, price subsidies are related to local financial resources. 
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Simple comparisons do not help improve the life of the masses. Both payment 
of wages and bonuses and issuance of price subsidies are all based on the 
development of social productivity, and must correspond with increases in 
cearnings and development of production. Both the purchasing power of the 
whole society and the amounts of commodities that can be supplied must 
maintain a certain equilibriun. If wages, bonuses and subsidies were 
comparable, this would result in too rapid an increase in consumption funds, 
which would outstrip the amounts of goods that society good provide resulting 
in a rise in the price of consumer’ goods. Ultimately the overage of 
consumption funds would invevitably be offset by price rises, so the people 
would derive no benefit from this, but rather their standard of living would 
be lowered. 


Simple comparisons make for new unhealthy tendencies. At the end of 1984 and 
the beginning of 1985, because of comparisons, a small number of enterprises 
issued bonuses and goods. They unscrupulously gouged the country and cheated 
consumers. Some of them dipped into the enterprise's accumulations and some of 
them held back profits that should have been turned over to the country. Some 
of them jacked up prices or misrepresented the quality of their merchandise 
throwing normal economy life into turmoil and distrupting the building of the 
economy and smooth reforms. The broad masses of people had deep antipathy and 
a strong sense of pain as a result of this. 
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ECONOMIC MANAGEMENT 


HEBEL VICE GOVERNOR DISCUSSES ECONOMIC REFORM 
SK101121 Shijiazhuang HEBEI RIBAO in Chinese 30 Mar 86 p l 


/Excerpts/ On 28 and 29 March, the provincial People's Government held a 
provincial meeting on urban economic structural reform. The meeting relayed 
and studied the important speech by Vice Premier Tian Jiyun at the national 
meeting on urban economic structural reform, and set forth the 1986 tasks; 
namely, carrying out economic structural reform, promoting lateral economic 
integration, grasping the current industrial production, and effecting 
increases in output and income. The meeting's participants maintained that 
this was an important meeting to promote industrial production; and through 
this meeting, they have unified their thinking, defined the tasks and demands, 
and strengthened their confidence. 


Vice Governor Ye Liansong offered four suggestions on urban economic structural 
reform and the current industrial production. 


1. We should conscientously implement the principles of "consolidation, diges- 
tion, supplementing, and improvement" in order to make good preparations for 
further developing economic structural reform in 1987 and 1988. In line with 
the requirements set forth by Vice Premier Tian Jiyun in his report entitled 
"Current Situation and Tasks of Economic Structural Reform" concerning the 
digestion and supplementing of the reform measures that have already been 
initiated and concerning the consolidation and development of the achievements 
scored by reform in the fields of invigorating enterprises, market, pricing, 
income distribution, management of foreign trade and foreign exchange, and 
financial and tax revenue, all prefectures and cities should review, con- 
scientiously sum up, and inspect the reform projects of their own localities 
and departments, and should make sure that they have actually implemented 
those policies and measures set forth by the State Council and the provincial 
People's Government regarding economic structural reform, with the focus on 
invigorating enterprises. All prefectures and cities should adopt measures to 
solve problems in order to actually implement the principles of "consolidation 
digestion, supplementing, and improvement." In addition, they should continue 
to strengthen and improve the macrocontrol. In solving new problems emerging 
in reform, they should do their best to avoid using administrative means and 
such an outmoded management method as "demanding uniformity in everything." 
They should endeavor to not only control the scale of investment in fixed 
assets, the overly rapid growth in consumption funds, and other major 


30 





macroeconomic activities; but should also improve their regulatory means so 
that the invigoration of the microeconomy is not affected. Meanwhile, it is 
necessary to strengthen the economic work in 1986, continue to carry out 
experiments for reform, and make good preparations for further developing 
economic reform in 1987 and 1988. Such experiments as developing production 
means markets, speeding up the circulation of funds, establishing new commer- 
cial systems, and making unified planning for the labor insurance funds should 
be carried on in a planned manner. 


2. We should continue to grasp the central link of invigorating enterprises, 
and promote the coordinated development of economic structural reform. Over 
the past 2 years, enterprises throughout the province have strengthened their 
vitality to some extent. Generally speaking, however, only a small number of 
enterprises have actually invigorated themselves. Therefore, governments and 
economic departments at all levels should continue to delegate powers to 
enterprises, and should continue to change their function from exercising 
direct control over enterprises to exercising indirect control. No departments 
are allowed to arbitrarily interfere with the legal management activities of 
enterprises on the pretext of strengthening the macrocontrol. All the current 
policies and documents promulgated by the State Council, the provincial CPC 
Committee, and the provincial People's Government concerning simplifying 
administrative procedures, delegating powers to lower levels, and invigorating 
enterprises should be resolutely implemented. All prefectures and cities should 
organize forces to conduct conscientious inspection on the implementation of 
these policies and documents. As for those policies and measures which have 
not yet been implemented, some specific and feasible methods should be put 
forward to solve them after clarifying the reasons. The financial, tax, and 
bank departments should, in line with pertinent stipulations, vigorously 
support enterprises to invigorate themselves in the fields of reducing regula- 
tory taxes, raising the depreciation rate, and relaxing control over floating 
fund Loans. 


We should further improve various forms of the management contract system, 
continue to implement the system of charging plant directors (managers) with 
full responsibility, and popularize in a planned manner the system of plant 
directors (managers) assuming responsibility for attaining the targets within 
their terms of office. All prefectures and cities should give top priority to 
invigorating the state-run large and medium-sized enterprises, and should, in 
particular, make great efforts to invigorate the energy industrial, raw 
materials, and textile industrial enterprises as well as those enterprises 
which earn foreign exchange through exports. 


We should continue to relax control over and invigorate small state-run enter- 
prises and collective enterprises, and maintain the leading nature of the reform 
of small enterprises. In the field of policy, collective, neighborhood, town, 
and township enterprises should be given more flexibility to invigorate them- 
selves. It should be considered a success if these enterprises log an increase 
in production and pay taxes in accordance with regulations. At the same time, 
we should continue to make explorations and experiments for the leasing, trans- 
fer, and share management of small state-run and collective enterprises. We 
should organize and develop town and township enterprises, and should carry 
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out comprehensive utilization, upgrade and value through processing, and com- 
bine industry and agriculture with foreign trade in line with the principles 
of "active support, rational planning, correct guidance, and better management." 


3. We should vigorously develop lateral economic integration. A good trend 
has emerged in the province in the field of lateral economic integration. 
Generally speaking, however, at present lateral economic integration is just 
at an initial stage, and its range is not extensive enough, still worse in 
quality. Responsible comrades in many lcoalities and departments have given 
great support to this work. However, there are still two tendencies: One is 
unreasonable inteference; and the other is washing one's hands of the business 
and letting it develop freely. Therefore, in developing lateral economic 
associations, economic departments in various localities should give guidance 
to harmonize the entire industrial organizational structure and to improve the 
quality of products, and should strengthen service and create conditions for 
organizing integration in a proper manner. 


The extensive development of lateral economic integration will bring about 
still more new problems, because it touches upon the planning, financial, tax, 
banking, supply, pricing, industrial, and commercial departments. All pre- 
fectures, cities, and departments should conscientously implement the State 
Council's "stipulations on several questions concerning further promoting 
lateral economic integration," and should conduct conscientious studies in 
line with their respective situations in order to set forth feasible and 
specific methods for implementing these stipulations. 

4. We should actually and successfully grasp the current industrial production. 
In the first 2 months of this year, the provincial industrial output value 
dropped by 0.04 percent from the corresponding period of last year. Since 

the beginning of March, this figure has begun to pick up. According to 
statistics, in early and mid-March, the provincial industrial output value 
increased by 14.2 percent over the corresponding 1985 period. In sum, since 

the beginning of this year, industrial production has not been good enough and 
has failed to achieve the desired targets. All prefectures, cities, and economic 
departments should make a conscientious analysis of the current industrial 
production situation, unify their thinking and understanding, enhance their 
spirit, reinforce their confidence, adhere to reform, pioneer the road of 
advance, adopt effective measures to yrasp industrial production and strive 

to fulfill the task for the 1986 industrial production, At present, we should 
give prominence to grasping the following tasks: 


First, we should adhere to reform and implement the economic contract system. 


Second, we should correctly handle the relationship between growth rate and 
efficiency. 


Third, we should continue to solve the shortage of floating funds. 
Fourth, we should pay attention to the progress of capital construction and 


the completion and availability of the technical transformation projects of 
this year. 
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Fifth, we should draw a clear demarcation line between legal economic activities 
and unhealthy trends. 


Sixth, we should strengthen political and ideological work among workers and 
staff members of enterprises. 


Comrade Xie Feng attended and addressed the meeting. In his speech, he stressed 
the necessity of successfully carrying out urban economic structure reform. 

He said: We should adhere to reform, rather than deviate from it. There will 
be no way out if we go backward. The reform projects cannot be changed along 
with personnel changes. Now there is a tendency of drawing close to egali- 
tarianism, the "sam big pot," and the “iron rice bowl." This tendency should 
attract our attention. The economic contracts signed last year should be 
honored rapidly without any delay. Only when this issue is solved can we 
develop production in a systematic manner. Meanwhile, we should accelerate 
the signing of the economic contracts of this year. In terms of the questions 
on growth rate and efficiency, Comrade Xie Feng said: Last year, there was 
not a problem of overly rapid growth rate in our industrial production. With- 
out a certain growth rate, there will not be good efficiency. This year we 
must realize the goal of “ensuring an 8-percent increase and striving for a 
10-percent increase." There is still great potential in our province which 
has not been tapped. Leaders at all levels should clearly understand that the 
slow growth rate in the first quarter will bring about heavy pressure on the 
following three quarters. To promote industrial production, we must depend 

on the efforts of the people and the arduous struggle and self-reliance of 

all prefectures and cities. All provincial-level departments should also 

give vigorous support, and work with one heart and one mind to achieve success 
in the industrial production of this year. 
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ECONOMIC MANAGEMENT 


HENAN REPORTS GOOD PROGRESS WITH KEY PROJECTS IN 1985 
HKO80609 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 28 Feb 86 


/Excerpts/ Our province had many great achievements in building its key pro- 
jects in 1985. Of the 18 state and provincial key projects, 10 were entirely 
or partially completed, put into operation, and made available to users. Our 
province has started benefiting from these projects. 


The total amount of investments in the 12 key state projects in our province 
last year was some 1,391 million yuan. This was 102 percent of the annual quota 
for investment. The province made the most of eight of these, which were 
completed and put into operation before the end of last year. The No 4 mine 

of the Pingdingshan Mining Bureau, whose capacity was recently increased by 
600,000 tons of raw coal, was checked and accepted by the state at the end of 
November last year, and then made available to users. The 300,000-kilowatt 

No 3 generator unit of (Yaomeng) Power Plant, Pingdingshan, and 200,000-kilowatt 
No 3 generator unit of the Jiaozuo Power Plant began operation on 

22 and 29 December 1985 respectively. All the equipment of the Henan section 
of the Beijing-Wuhan-Guangzhou medium-sized communication coaxial cable was 
completed and made available to users. 


Our province also scored relatively great achievements in its six key projects 
last year. The 11 stadiums for tournaments for national youth and juvenile 
sports meetings which were built in our province, were completed an on 

schedule and made available on time for spring sports meetings. All people of 
the entire province deserve recognition. The Provincial College of Finance 

and Economics completed its instructional buildings on some 33,000 square 
meters last year, thus insuring that it could enroll 1,000 new students in 
autumn. Construction of the large Zhengzhou-Huanghe road bridge is progressing 
smoothly and its 50-meter beam has been set in place. It is estimated that 

the bridge can be completed and open to traffic by National Day. 
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ECONOMIC MANAGEMENT 


HUNAN OFFICIAL URGES BETTER COMPANY MANAGEMENT 
HK270553 Changsha Hunan Provincial Service in Mandarin 2300 GMT 18 Mar 86 


/Text/ On 17 March, at a meeting of heads of the provincial departments and 
bureaus, vice governor Yang Huiquan announced that, of the 27 companies approved 
by the provincial government, 15 companies will be merged, will stop production 
or will cease operation. The 299 companies and centers run by various provin- 
cial departments should basically complete the process of being sorted out by 
the end of June. 


Comrade Yang Huiquan said: Over the past 2 years, the provincial organs have 
established many companies. Some have played roles in developing the province's 
economy, invigorating the market, making things convenient for the public and 
providing job opportuni:.ies. However, quite a number of them do not rnssess 
the necessary conditions for operation. Also, some have not separated govern- 
ment administration from enterprise management. At present, children of some 
party and government cadres, or leading cadres, still hold positions in these 
companies. Some party and government organs have not been totally separated 
from the companies. Some companies have imposed charges for services which 
were formerly free, thereby putting a heavy economic burden on the grassroots 
and the people. Some are taking the wrong direction in operation, have a 
confused management system, do not choose the right person for the job, and 
are simply briefcase companies which have no funds, offices, technological 
force or staff. 


Comrade Yang Huiquan urged the provincial units concerned to seriously sort 
out and put their subordinate companies in order. Those companies which are 
really needed by society and which possess the conditions for operation 

should be allowed to continue their business. Those which do not meet these 
criteria must be resolutely dissolved. In the latter case, the responsible 
department should take care of problems arising from the action. On principle, 
the workers should return to the places they came from. For newly recruited 
staff, the responsible department or unit should make appropriate arrangements 
for them in the light of their conditions. They should seriously deal with the 
properties of these companies, and must by no means take this opportunity to 
fish in troubled waters. They should form special teams to sort out and put 
the companies’ properties in order. In the course of sorting out, they should 
file a case for investigation whenever they discover heavy economic losses 
because of violation of the law and discipline or malfeasance. When a company 
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which is being sorted out has a confused management system, has many problems, 
or has violated the law and discipline, it may be ordered to temporarily sus- 
pend operations for consolidation. After that, a decision should be made on 
whether or not to close it. 


In conclusion, Comrade Yang Huiquan stressed that all units with responsibility 
for putting the companies in order must have their leadership responsible for 
the work. They should pool efforts from various areas and deal with the com- 
panies one by one. They should grasp this task firmly and well. 
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ECONOMIC MANAGEMENT 


JIANGXI GOVERNOR SPEAKS ON FUTURE ECONOMIC WORK 
OW0 70429 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 6 Apr 86 


/Excerpts/ A provincial Planning Conference ended in Nanchang this afternoon. 
Ni Xiance, deputy secretary of the Jiangxi Provincial CPC Committee and governor 
of Jiangxi, delivered an important speech on Jiangxi's economic work during 

the Seventh 5-Year Plan period and for 1986. 


Ni Xiance first discussed the question of developing the rural economy. He 
said: Judging from the situation in our province, we must vigorously develop 
the rural economy if we are to achieve a fairly high economic growth rate this 
year and during the entire Seventh 5-Year Plan. As grain production constitutes 
an advantage in our province, we must concentrate on it in order to develop 

the rural economy. During the Seventh 5-Year Plan period we should shift the 
focus of grain production to improving quality and variety in order to meet 

the needs of the developing livestock industry and domestic and international 
markets. We must also vigorously stimulate the development of livestock breed- 
ing, concentrating in particular on grazing livestock, in order to make the 
livestock industry another advantage for our province, 


Ni Xiance pointed out: To develop the rural economy and help peasants become 
well-off, we should strive to improve the quality of the processing industry. 
This means we must develop village and town enterprises. Starting with the 
processing of agricultural and sideline products, we should integrate the 
development of village and town enterprises with grain production and diversi- 
fied undertakings. 


Ni Xiance said: In order to make good use of our limited funds, we must pay 
attention to four points in arranging construction projects during the Seventh 
5-Year Plan period: 


1. Construction funds should be properly distributed and investment patterns 
should be rationally adjusted. During the Seventh 5-Year Plan period, the 
province's investment in capital construction will be used mainly for the 
development of agriculture, energy, transportation, raw materials industry, 
as well as science and education; funds will also be used to help people in 
old revolutionary areas develop production. 


37 











2. The focus of investment will be shifted to technical transformation, reno- 
vation, and expansion of existing enterprises in order raise efficiency, 
increase variety and quality of products, and cut down on material consumption. 


3. We should ensure that there are sufficient funds for production and 
construction, 


4. We should concentrate on the construction of key projects and strive to 
complete and put them into production as soon as possible. 


Touching on the question of developing lateral economic ties, Ni Xiance said: 
We should vigorously promote lateral economic association and make good use 

of both domestic and international funds, technology, qualified personnel, and 
Management expertise to exploit our province's abundant resources. 


On Jiangxi's economic work for 1986, Ni Xiance called for attention first to 
agricultural production. He said: More attention should be given to livestock 
breeding and rural industry. In industry, we should strengthen ideological 

and political work among enterprise cadres, staff members, and workers; con- 
scientiously remedy the shortage of circulating funds for enterprises; and 
strive to raise economic efficiency and overcome shortcomings. Ni Xiance 
called on all localities in the province to work hard and create a new situa- 
tion in the lst year of the Seventh 5-Year Plan. 
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ECONOMIC MANAGEMENT 


NEI MONGGOL CHAIRMAN SPEAKS ON COMMERCIAL WORK 
SK100852 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 9 Apr 86 


/Excerpt/ The 8-day regional meeting of the directors of various league and 
city commercial bureaus concluded in Hohhot on 8 April. The meeting defined 
the general task for the regional commercial work in 1986, which is to con- 
scientiously implement the eight-character principle of consolidation, 
digestion, supplementing, and improvement; promote the commercial reform; 
make the markets flourish and stabilized; strengthen ideological and political 
work and grasp the building of two civilizations; constantly increase economic 
and social efficiency; and promote the steady and coordinated development of 
the regional economy in order to greet the 40th anniversary of the founding of 
the Nei Monggol Autonomous Region with outstanding achievements. 


Bu He, deputy secretary of the regional CPC Committee and chairman of the 
regional People's Government; and Tian Congming, deputy secretary of the 
regional CPC Committee, attended and addressed the meeting. 


Comrade Bu He said: Last year, commercial departments in the region scored 
gratifying achievements, netted more than 59 million yuan in profits, and put 
an end to the deficits incurred in the past 4 years running. Commercial 
departments also contributed to speeding up circulation, providing convenience 
for the masses, and promoting production. This year, despite the arduous task, 
there still are many favorable conditions for our commercial work. We should 
adhere to reform, pay attention to solving the new problems emerging in reform, 
and make the best possible use of our favorable conditions and avoid weaknesses. 
We should strengthen lateral integration and cooperation with other localities 
and trades from production to circulation spheres in line with the principles 
of voluntary participation and mutual benefit, and should open up more sources 
of goods and circulation channels. We should not only attend to the market 
supply in order to meet the demand of the masses, but also lay up sufficient 
goods in order to make good material preparations for greeting the 40th anni- 
versary of the region's founding in 1987. 


Commercial departments should not only give consideration to the supply on 

the urban markets, but also take into account the difficulties in making 
arrangements for the markets in outlaying places. Some preferential policies 
should be adopted to provide more conveniences for outlaying places in supplying 
and marketing their goods. Those advanced and developed localities should be 
encouragec to develop their commercial work in a still rapid manner and to 

help backw.rd localities break away from poverty and become prosperous in order 
to achieve a common prosperity. 
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ECONOMIC MANAGEMENT 


SHAANXI SETS GUIDELINES FOR CONSTRUCTION INVESTMENT 
HKO 30239 Xian Shaanxi Provincial Service in Mandarin 2300 GMT 2 Mar 86 


/Text/ Shaanxi will take steps to bring investment in fixed assets under 
further control, rationally readjust the investment structure, and step up 
the construction of key projects this year. Local investment in fixed assets 
will remain at last year's level. The development of processing industries 
will be restricted. Investment in infrastructural construction will be 
appropriately increased. Investment in constructing buildings, halls and 
centers, apart from tourist facilities, and in residential housing will be 
appropriately reduced. Investment for production and business and in key 
projects will be stepped up. 


In accordance with the principle of ensuring the focal points, taking the 
ordinary projects into consideration, and concentrating forces to do a number 
of things, the state departments concerned have arranged the following major 
large and medium construction projects for the province this year: Ankang 
hydroelectric station; the No 4 generator set of Qinling power plant; the 
expansion of Daqiao thermal power plant; the expansion of (Jinhuashan) and 
(Dongpo) mines of Tongchuan mining bureau; the expansion of (Wangcun) shaft 
at Chenghe mining bureau; the completion of (Nanjingtou) mine of (Hubai) 
mining bureau; the electrification and improvement of the Baoji-Zhengzhou 
section of the Longhai railroad; construction of the (Podi)-(Qinjiachuan) 
section of the (Qiyan) railroad; stage two of (Jinduicheng) wolfram mine; 
and the expansion of Xian communications university. 


The 30 projects to be undertaken with local investment or joint state-local 
investment include: the (Shitaohe) reservoir; (Zhonglei) spinning mill; 
Xianyang glass plant; Xian No 4 district water supply project; Xian nitrogenous 
fertilizer plant; Xian branch brewery; and Xianyang machine-tool plant. 
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ECONOMIC MANAGEMENT 


XINJIANG MEETING URGES IMPROVED INDUSTRIAL PERFORMANCE 
HK100635 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 9 Apr 86 


/Excerpts/ The regional economic commission held a production conference 
today, which called on the industry and communications system's departments 

in charge and leaders at all levels to improve their work style, serve the 
grassroots and production, and help the grassroots to solve practical problems. 
At the same time, it is necessary to do a good job in ideological and political 
work and mobilize the staff and workers to strive to fulfill and overfulfill 
the production plans for the second quarter. 


Total value of industrial output in Xinjiang in the first quarter was 1.67 
billion yuan, an increase of 8.58 percent over the same period last year. 
Output of 52 out of 84 comparable products showed increases. However, the 
majority of trades and areas did not fulfill their output value plans for the 
quarter, and output plans for the majority of products were also unfilfilled. 
The growth rate of light industry was below that of heavy industry. January 
and February profit of state-owned industrial enterprises covered by the budget 
dropped by 1 percent compared with the same period last year. The total sum in 
profits and taxes that they paid to the state dropped by 12.39 percent, while 
production costs of comparable products rose by 6.01 percent. 


The meeting held: The main reason why industrial production in the region 

was not good enough in the first quarter was that there was a serious shortage 
of some raw materials, with the result that some enterprises had to halt pro- 
duction to await supplies, or else could not carry out production. Sales of 
farm machinery, automobiles, and so on were poor, causing big stockpiles. 
Enterprises were seriously short of floating capital. This had an impact on 
the development of industrial production and the effort to improve economic 
results. 


The meeting demanded that the leaders of all areas and departments seriousiy 
improve their work style and firmly establish the idea of serving the enter- 
prises and production. It is necessary to get a particularly good grasp of 
work concerning backbone enterprises and key products with a major bearing on 
the national economy and the people's life. 


Enterprises that lack work due to poor sales or other reasons should hurry to 
develop new production outlets and promote diversification to make up for their 
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shortcomings. Beginning in April, we must resolutely transform the situation 
in which output plans for the majority of products could not be fulfilled. 


The meeting stressed: All areas and departments must take effective steps to 
grasp the production of brand and high-quality products, products in short 
supply, products that sell well, and products for export. The banks, material 
supply, and other departments must do everything possible to ensure supplies 
of capital and raw materials for key products. 


Leading comrades of the region including Zhang Sixue and Tuohuti Shabier spoke 
at the meeting. 
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FINANCE AND BANKING 


FOREIGN EXCHANGE ISSUES IN CHINA'S OPEN-DOOR POLICY 
Hong Kong WEN WEI PO in Chinese 1 Mar 86 p 10 


{Article by Chen Quangeng [7115 0356 1649], director of the policy research 
department of the State Foreign Exchange Control Bureau and a high ranking 
economist: "Foreign Exchange Issues in China's Open-Door Policy"] 


[Text] 1. The issue on the foreign exchange balance of Chinese-foreign joint 
ventures and foreign-owned enterprises. China's foreign exchange controls 
stipulate that Chinese-foreign joint ventures and foreign-owned enterprises 
should balance their foreign exchange income and expenditures. We think it is 
a universal demand of many developing countries and a rational one as well 
because: 1) many developing countries lack foreign exchange funds and they 
try to upgrade the technology of their countries and push their products into 
international markets to earn foreign exchange by importing foreign capital 
and advanced technology and 2) the issue of foreign exchange balance concerns 
whether or not enterprises themselves can survive and develop. Foreign 
exchange imbalance makes it impossible to pay for foreign investors' earnings, 
foreign employees' wages and those raw materials and spare parts which must be 
imported for production. Of course, when dealing with this issue, we seek 
truth from facts, conduct concrete analysis and treat each case on its own 
merits. Chinese-foreign joint ventures and foreign-owned enterprises should 
vigorously increase foreign exchange income and strive to achieve foreign 
exchange balance. In the meantime, we have in the past few years relaxed 
foreign exchange controls in order to help Chinese-foreign joint ventures and 
foreign-owned enterprises solve their foreign exchange balance problem. 
Especially in 1984, in order to meet the needs of China's 14 coastal cities 
for opening up still more, we further relaxed the foreign exchange controls of 
these enterprises and adopted some positive measures: 


A. Chinese-foreign joint ventures and foreign-owned enterprises are permitted 
to reserve the right to the use of foreign exchange earnings. China is a 
country practicing foreign exchange controls. Chinese enterprises must sell 
to the state all foreign exchange they earned from product or labor exports. 
They are not allowed to reserve foreign exchange. But Chinese-foreign joint 
ventures and foreign-owned enterprises are allowed to do so. They may deposit 
their foreign exchange earnings from product and labor exports in their 
foreign exchange bank accounts and use them for their business operations and 
to remit investors’ earnings. 
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B. Chinese-foreign joint ventures and foreign-owned enterprises may ask for 
loans from banks at home and abroad according to their needs in business 
operations. During their business operations, these enterprises need to 
continue to import necessary raw materials for production and new equipment to 
replace old; therefore, in addition to using their own funds, they may ask for 
loans from banks at home and abroad to fill the gap without advanced approval 
from foreign exchange control departments. 


C. Chinese-foreign joint ventures and foreign-owned enterprises are permitted 
under conditions to sell their products on domestic markets to earn foreign 
exchange. When those Chinese-foreign joint ventures and foreign-owned 
enterprises which have imported advanced technology, equipment and techniques 
sell their products in China with the approval of Chinese authorities, they 
are allowed to charge according to international market prices and collect 
foreign currencies. When those enterprises which can produce goods and 
materials China needs to import and sell them to the foreign trade, commercial 
and other departments of China, to other Chinese-foreign joint ventures and 
foreign-owned enterprises or to special economic zones, they are also allowed 
to charge according to international market prices and collect foreign 
currencies. As long as foreign investors are able to provide advanced 
technologies needed by China or products which China needs to import for a 
long period of time, we will provide them with foreign exchange. 


Foreign exchange funds come from two sources: 1) China sets aside a certain 
amount of foreign exchange every year to be used for technology transfer and 
commodity imports. If Chinese-foreign joint ventures or foreign-owned 
enterprises can provide technologies needed by China or commodities which 
China needs to import, this sum of foreign exchange may be transferred to 
units needing to purchase such products; 2) China permits those departments, 
local areas and enterprises which have foreign exchange income to retain part 
of their foreign exchange income and use it for purchasing the products of the 
abovementioned enterprises instead of importing commodities from abroad. 


D. If Chinese-foreign joint ventures and foreign-owned enterprises are unable 
to transfer abroad foreign investors' Renminbi earnings due to insufficient 
foreign exchange, they may follow the following procedures: reinvest their 
Renminbi earnings in China, in enterprises which can earn foreign exchange, 
and enjoy the same treatment as foreign exchange investors. In other words, 
a foreign businessman can invest the Renminbi he earned from enterprise A_ in 
enterprise B which has the adility to earn foreign exchange and transfer all 
of his share of earnings out of China if the foreign exchange income and 
expenditures of enterprise B are balanced. 


E. Foreign oil companies are encouragec to cooperate with China in 
prospecting and exploiting petroleum. Foreign-owned enterprises engaging in 
cooperative oil exploitation in China may be given preferential treatment 
according to actual conditions. In addition to reserving foreign exchange, 
foreign oil companies are allowed with the permission of their Chinese 
partners to deposit funds they provided for prospecting or for cooperative 
development and production in banks located outside of China. To carry out oil 
operations prescribed in contracts, they are allowed to make direct payments 
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abroad for the wages of foreign employees, contractors and suppliers, for the 
procurement of goods and articles and for various labor and service expenses. 
Foreign investors may ship out their share of oil products or collect foreign 
exchange by selling them in China and transfer their earnings abroad after 
paying their taxes. 


2. The situation of China's foreign exchange income and expenditures. Since 
the implementation of the open-door policy, the situation of China's foreign 
exchange income and expenditures has been fairly good and regular foreign 
exchange income and expenditures have increased year after year. Between 1981 
and 1983, China witnessed 3 consecutive years of favorable balance of foreign 
exchange payments. By the end of September 1984, China's foreign exchange 
reserves increased to $16.6 billion. We all know that lack of foreign 
exchange funds is a common phenomenon in developing countries. Take China for 
example. We need to build many projects concerning infrastructure and basic 
industries such as energy, communications, transportation and raw materials. 
We also need to carry out technological transformation of 400,000 old 
enterprises. All this needs the imports of advanced technology and key 
equipment which cost large amounts of foreign exchange funds. At the same 
time, excessive foreign exchange reserves are unfavorable for the steady 
development of the national economy because they can prevent Renminbi funds 
from circulating and cause the money supply to increase. Because of this, 
Since 1984, we have arranged in a planned manner for some projects to use 
foreign exchange and imported some technologies, equipment and raw materials. 
We have also imported some market commodities to withdraw currency from 
circulation; therefore, declines in foreign exchange reserves are normal. Of 
course, we have also experienced some problems in work. Especially since the 
4th quarter of 1984, industrial growth has been too fast and increases in the 
scale of fixed-asset investment and credit and consumption funds have been too 
sudden, causing the demand for import commodities to increase substantially. 
To meet this demand, local areas have used the part of foreign exchange they 
retained to import more automobiles and household electrical appliances, thus 
accelerating the decline of foreign exchange reserves. In 1985, we 
strengthened macrocontrols of foreign exchange, exercised control over the use 
of foreign exchange and limited the import of consumer goods while adopting 
effective measures to expand exports. By the end of September of 1985, 
China's foreign exchange reserves reached $12.5 billion, equivalent to over 5 
months of imports and sufficient for foreign payments. 


3. The issue of scale in the use of foreign capital. Using foreign capital 
is China's long-term policy. In a fairly long time to come, the use and 
absorption of foreign capital will be concentrated in two fields: 1) Energy 
and transportation. China is rich in natural resources. To develop such 
resources, in addition to relying on its own strength, China should also use 
foreign capital to carry out major development projects such as petroleum and 
coal development, nuclear power plant construction and proper rail and harbor 
construction. 2) The technological transformation of existing 400,000 old 
enterprises which involves many sectors of the national economy. 


The scale of foreign capital use should be commensurate with China's 


international income and expenditure situation and its ability of repayment. 
Currently, China does not have a large amount of foreign debts. Between 1979 
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and September 1985, China absorbed and used various kinds of foreign funds 
totalling $20 billion, of which $14.7 billion were foreign loans and $5.3 
billion were direct investment. At the end of September 1985, China had $4.4 
billion of outstanding foreign debts. Judged from China's total industrial 
and agricultural output value and annual foreign exchange earnings, China is 
still capable of raising foreign funds. As economic construction unfolds in 
China and after China's industrial foundation strengthens, China's export 
trade and tourism will continue to develop, its foreign exchange earnings will 
increase steadily and its ability of payment and repayment will increase day 
by day, thus increasing China's ability to use foreign capital. Therefore, 
during the "Seventh 5-year Plan" period, we will adopt multifarious forms and 
try to use as much foreign capital, including preferential and commercial 
loans, as possible so as to make up the shortage of funds at home. At the 
same time, China should encourage foreign manufacturers to establish joint 
ventures, cooperative enterprises and wholly-owned enterprises in China. 
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INDUSTRY 


BETTER RECOVERY OF SCRAP IRON, STEEL URGED 


Beijing WUZU GUANLI [MATERIAL MANAGEMENT] in Chinese No 9, 30 Sep 85 pp 2-3, 
20 


[Article by Li Jizhang [2621 4764 4545): "Genuinely Strengthen Management of 
Scrap Iron and Steel Recovery;" This article has been excerpted from a summary 
speech made by the former deputy director of the State Supplies Bureau, Li 
Jizhang, at the 1985 National Conference For the Exchange of Experiences on 
Supply and Procurement of Steel Products and Scrap Iron and Steel. ] 


[Text ] The overall mission prescribed for the new historical period by the 
12th Party Central Committee noted explicitly that the overall goal for 
struggle in building China's economy from 1981 until the end of the century 
was to be an effort to quadruple the gross output value of the whole country's 
industry and agriculture while steadily raising economic results.To realize 
this magnificent strategic goal, a large problem with material resources has 
to be solved, namely the shortage of steel. In addition to a portion that is 
imported, an annual increase of more than 3 million tons production is needed 
to meet basic needs. Raw materials for the production of so much steel will 
require not only increased production of ore, but the importation of ore and 
use of more scrap steel. Use of more scrap steel requires little investment 
for quick results, and it is one of the most important actions that can be 
taken to conserve ore and energy. Obvious advantages are as follows: 


First, use of scrap steel to smelt steel requires little investment for quick 
results. Every ton of scrap iron or steel use to smelt steel saves 1 ton of 
pig iron. An investment of 7 billion yuan and a 4 to 5 year construction 
period is required to mine, beneficiate, and sinter the ore, for coking and 
for smelting of iron to produce 10 million tons of pig iron. Tapping scrap 
iron and steel resources to smelt steel does not require much investment to 
obtain fairly substantial economic results within a short period of time. 


Second, use of scrap iron and steel to smelt steel can save energy. Use of 
scrap iron and steel in the smelting of steel can save approximately 75 
percent of energy per ton of steel as compared with the smelting of iron from 
ore from resmelting into steel. In 1984, China recovered more than 20 million 
tons of scrap iron and steel 70 percent of which was used to smelt and cast 
steel. In view of the situation in China, this saved approximately 18 million 
tons of coal. 
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Third, Use of scrap iron and steel to smelt steel can save transportation. 
Estimates from authorities concerned show that every ton of scrap iron and 
steel used to smelt steel can save 7 tons in transport capability. This is of 
major significance in easing China's currently severe shortage of 
transportation. 


In addition, scrap iron and steel can help the light industry market and meet 
needs for manufacturing medium size and small farm tools, hardware and such 
products. In this way, a certain amount of good steel can be saved to ease 
the shortage of steel products. Good performance in the recovery of iron and 
steel is also of benefit in advancing enterprises' high grade production and 
improving economic results. 


II. Improvement of Scrap Iron and Steel Planning and Management and 
Exploitation of Scrap Iron and Steel Resources 


In view of the ever mounting supply of scrap iron and steel and the need for 
scrap iron and steel, in 1984 departments concerned such as the State Planning 
Commission and the State Economic Commission formulated the following 
principles for management of scrap iron and steel in accordance with pertinent 
regulations from the State Council to meet needs in development of the 
national economy: (1) Link the amount of scrap iron and steel delivered to the 
State to state allocation plans for steel products. (2) Central government 
enterprises and local enterprises are to tie their distributions of steel 
products to the amounts of scrap iron and steel that are recovered and turned 
over through materials distribution channels, those needing steel being 
required to turn in scrap iron and steel, and bonuses being given for turning 
over more scrap iron and steel than is required. Those firms who are unable 
to fulfill their scrap iron and steel quotas are to have allocations of steel 
products correspondingly reduced. This will make units that use _ steel 
products pay attention to recovering and turning in scrap iron and steel, and 
will firm up their sense of responsibility about recovering and turning in 
scrap iron and steel. This reform was supported by all. Efforts will have to 
be made to continue to support it and do a good job. 


It should be realized that China still has a very considerable untapped 
potential in scrap iron and steel resources. How further to tap scrap iron and 
steel resources to recover more scrap iron and steel is a problem that’ should 
be studied very closely to find a solution. The huge potential existing in the 
foll- three regards should be considered first: 


A. w&..apping of equipment: Analysis of relevant data show the amount of iron 
and steel in existing equipment in China to be approximately 100 million tons. 
Figuring a useful life of 20 to 30 years, each year between 3 and 5 million 
tons of equipment should be scrapped, but for a variety of reasons this 
equipment is not taken out of service. Large plants remove old equipment that 
consumes a lot of energy and operates at low efficiency only to turn it over 
to small plants, and small plants pass it along to communes and brigades, s0 
it keeps being turned over to others for use. Reportedly some cotton cloth 
textile machinery from the Guangxu era [1875-1907] is still being used. 
Policies and economic measures should be studied to promote replacement and 
updating of equipment, recovering it for smelting and rolling into steel to 
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produce a benign cycle in iron and steel. This is not only an action for 
development of the iron and steel industry, but is also a major policy for 
development of machine industries. 


B. Irrational use of scrap iron and steel. The irrational uses to which 
China's scrap iron and steel resources are put shows up in the resmelting into 
iron or pig iron of scrap iron and steel that could be smelted into steel. 
Surveys show that existing small blast furnaces use more than 30 percent scrap 
iron and steel and that some of them use more than 50 percent. This is an 
extreme waste. It is estimated that each year a minimum of between 700,000 and 
800,000 tons of scrap iron and steel is consumed by blast furnaces throughout 
the country. This problem could be effectively solved were governments in all 
jurisdictions to improve their management of scrap iron and steel. 


C. Exploitation of steel slag resources. In the steel smelting process, large 
amounts of steel slag are produced that contain quite a bit of scrap steel and 
alloying elements. Estimates place the accumulation of steel slag throughout 
the country at around 100 million tons. If it contains a 5 percent steel 
content, that would mean 5 million tons of scrap steel, which is a very large 
resource that should be tapped for use in smelting steel. 


There is, in addition, a potential to be tapped that requires adoption of 
genuinely feasible specific policies and methods about which special surveys 
and studies should be done. 


III. Efforts To Fulfill This Year's Scrap Iron and Steel Recovery and Delivery 
Plans 


This is the year for complete fulfillment of the Sixth 5-year Plan and of 
preparations for the Seventh 5-year Plan. To assure development of the 
national economy in terms of scrap iron and steel needs, every effort has to 
be made this year to fulfill the delivery plans of a command nature that the 
country has handed down. Achieving this will require work in the following 
several regards: 


A. Continue Emphasizing the Implementation of Plans. State Council Councillor 
Song Ping [1345 1627] noted at the 3d Session of the Sixth NPC in connection 
with the 1985 report on the national economic development plan that national 
allocation and transfer plans must be assured of fulfillment. The plan for 
delivery of scrap iron and steel is in the nature of a command plan. All 
regions and departments must take vigorous action to ensure fulfillment of 
this year's plans for deliveries of scrap iron and steel. All jurisdictions 
should further check the status of implementation of delivery plans. In the 
course of this action,they should take firm hold of those large suppliers who 
affect fulfillment of delivery plans who should make up amounts due within a 
certain period of time. If they have not made up owed amounts within a given 
time, steel products or pig iron deliveries to them should be slowed or 
halted. Recovery and delivery of scrap iron and steel from central government 
enterprises is still the responsibility of local jurisdictions this year. 
Local jurisdictions must set equitable delivery norms for these enterprises. 
If they do not deliver or deliver too little, provinces and municipalities 
Should be requested to provide us and departments in charge with a status 
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report to urge them along toward making deliveries. If they still do not 
deliver, steel products should be deducted from amounts for their principles. 
Scrap iron and steel recovered by operating units is to be delivered according 
to plan with no arrangements made by the units themselves. Inspections and 
Widespread publicity about the significance of recovery, delivery and use of 
scrap iron should be done in order to raise consciousness about carrying out 
plan and mobilizing all trades and industries in a common effort to do a good 
job of recovering metals for use. 


B. Rational use of scrap iron and steel resources. Scrap iron and steel are 
used mostly fur smelting and casting steel and for the production of medium 
and small size farm tools and small hardware items. Major efforts should be 
made to promote use of steel and iron trimmings for direct smelting and 
casting. It is forbidden to use steel and iron trimmings for smelting into 
iron or melting down to remake pig iron or to make any raw iron whatsoever. 
Publicity and indoctrination should be directed toward enterprises that use 
large amounts of scrap steel and iron for smelting into iron so that leaders 
of these enterprises realize that though such a practice benefits their 
individual unit, it is extremely wasteful in terms of the overall situation 
and should be corrected within a fixed period of time. Henceforth, all 
enterprises that produce steel or iron trimmings and that also make cast steel 
must first recover and use completely all the steel and iron trimmings 
produced. Only after they have been all used up may they consider obtaining 
supplies of scrap iron and steel according to plan. Unless this is done, no 
scrap steel or iron should be supplied to them. All units in charge of metal 
recovery are to make overall plans for scrap iron and steel under leadership 
of planning commissions at each level. So long as they fulfill deliveries to 
the state, they made select more scrap and second quality goods, and bits and 
pieces to supply the production needs of light and handicraft industries to 
make a contribution to the development of light industry and agriculture. 


C. Strengthening of control over scrap iron and steel resources. Scrap iron 
and steel are important means of production under state centralized allocation 
that must be centrally controlled by local government designated metal 
recovery management units in accordance with the spirit of Document (84) 
Wuhuizi No 38 approved by State Council leaders. All the scrap metal and 
scrapped equipment from enterprises, institutions, official organizations, 
military units and schools, with the exception of portions that a unit may 
retain in accordance with approved plans, must be transferred and purchased in 
accordance with local regulations. 


Scrap iron and stee) is to be handled by materials and commercial departments 
in accordance with the division of labor set by the local government; all 
other units and individuals may not traffic in it. Units dealing in it must 
subordinate themselves to the centralized control of the local planning 
commission and strictly carry out state price policies. Except for odds and 
ends of scrap metals owned by city and countryside residents (bicycles, 
pullecarts, farm tools, old scrapped equipment and spare parts owned by 
specialized households), which are permitted to be sold in country fair 
markets, traded or used to balance surpluses and shortages, no other scrap 
iron and steel may go into country fair trade. Scrap iron and steel permitted 
to be sold in country markets should be priced according to market prices. 
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Those who violate purchase policies are to be punished severely. Illegal 
activity such as profiteering, theft and pilferage of scrap metal is to be 
deal with by metals recovery control units in conjunction with public security 
and industrial and commercial control units for a strengthening of market 
controls to ensure the healthy development of scrap metal recovery work. 


D. Continued expansion of scrap iron processing capabilities and improvement 
in quality of processed products. Processing of scrap metal is an important 
link in metal recovery and processing. The amount of processed scrap iron and 
steel and the quality of processed products play an important role in the 
rational use of scrap iron and steel resources, in improving the quantity and 
quality of steel, in conserving energy, and in improving economic results. To 
insure fulfillment of recovery and delivery plans, the emphasis of scrap iron 
and steel processing rests on full use of existing processing equipment 
capabilities in accordance with the state of resources to expand processing 
capabilities for flimsy materials, steel and iron trimmings, scrapped 
equipment and junked motor vehicles to turn odds and ends into useful goods 
and big pieces into raw and finished goods that uses can use, thereby 
benefiting both steel production and conservation of transportation. In 
addition, further improvement in quality of processed goods is necessary. The 
premium quallty rate for compacted scrap iron and steel should be better than 
90 percent. The amount of odd bits and pieces of steel in the middle of 
compressed units should not be more than 40 percent so that the unit will not 
come apart. A good job of processing scrap iron and steel is a _ long-tern, 
constant task. Leaders of units concerned should give it their serious 
attention and support this work. 
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SMALL-SCALE ENTERPRISES 


FRAMING OF SMALL ENTERPRISE POLICY DECISIONS DISCUSSED 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 21, 25 Sep 85 


[Article by Chen Fugui [7115 4395 2710] and Zong Jinhui [1350 6930 6540]: "How 
Township and Town Enterprises Carry Out Operating Policy Decisions"] 


[21 Sep 85 p 3] 


[Text] Policy decisions are the application of scientific methods to the 
determination of future actions and goals and the selection from among the 
foregoing action plans of a rational plan to achieve goals. Simply stated, a 
policy decision is the selection of the best from among many plans. Policy 
decisions on the operations of an enterprise are major integral parts of an 
enterprise's policy decisions. There are policy decisions of a strategic 
nature regarding an enterprises’ overall development and important operating 
activities such as the direction of an enterprises's development, operational 
goals and programs, development of new products, technical replacement and 
transformation, tactics to meet competition, amassing funds, the thrust of 
investment, sales and production plans etc. Policy decisions on operations 
determine whether an enterprises waxes or wanes,or succeeds or fails, so this 
work must be given complete, serious attention. 


Policy decisions about the operations of an enterprise is a fairly complicated 
and systematic process of analysis and decision that includes the posing of 
problems, the analysis of problems and the solution of problems. To make sure 
that policy decisions on operations are correct and reliable, one has to adopt 
a scientific attitude and follow correct policy making procedures. The basic 
process of making policy decisions on operations is as follows: 


1. Investigation and study of operating circumstances and the operating 
climate. This is a prerequisite for policy decisions on operations. It is also 
an investigation and a study of the enterprise's external climate and internal 
conditions, an analysis of the opportunities for development and the dangers 
that the enterprise faces, and the strengths and weaknesses of the 
enterprises. Only when one "knows oneself and knows one's adversaries" is it 
possible to "win victory in every battle." 


2. Identification of operating problems and determination of operating goals. 
Identification of problems that have to be solved in operations and deciding 
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the goals one want to attain in operations are both the starting point and the 
point of return for policy decisions. Township and town enterprises have a 
very large number of problems in their operations; however, at any given time 
usually one or two problems are most important. Determination of the 
objectives of operations has to be founded on needs and capabilities and a 
distinction has to be made between short-range objectives and long-range 
objectives, the goals that must be attained and the goals that one hopes to 
attain, main objectives and secondary objectives and strategic objectives 
versus specific objectives. One must also straighten out the relationship 
among them. Goals must be clear, specific and quantified; every effort has to 
be made to reduce the number of goals. 


3. Study and formulation of feasible operating plans. By feasible operating 
plans is meant plans that are able to solve a giving operating problem, assure 
realization of the goals of policy decisions, and provide conditions for 
implementation. There must be various alternative feasible operating plans. 
Formulation of feasible operating plans requires that one dare to innovate and 
that one listen earnestly to the differing views of all parties, that one pool 
collective wisdom and absorb all useful ideas. It also requires adeptness in 
motivating cadres, employees in the enterprise to emancipate their thinking, 
to seek realistic solutions, to give expression to their desires and to speak 
their views so they can make analytical comparisons. 


4, Evaluation and selection of operations plans. First of all, full 
verification must be made of the feasibility of each and every operations 
plan, highlighting the advanced nature of techniques, the feasibility of 
realization, and the economic sense it makes. Cost of carrying out each and 
every operations plan and results must be compared; and direct and indirect 
economic benefits, as well as economic benefits and social benefits and 
ecological benefits must be calculated. At the same time, it is necessary to 
consider both the possibility that bad things may result and potential 
problems to make an overall evaluation. One plan should be selected from 
among the various operations plans for implementation in accordance with the 
principles of economics and effectiveness and after individual operations 
plans have been validated and evaluated. 


5. Implementation of and feedback from policy decisions on operations. The 
correctness of policy decisions has to be determined from the results of 
implementation. In the decision making process, the tactical decisions and the 
work quality of each unit and every link has an important influence on the 
success or failure of a policy decision and even plays a decisive role. 
Therefore, an information feedback system has to be established for the 
comparison of results from each unit and each link with anticipated goals, to 
uncover discrepancies, to elucidate reasons and to take corrective actions to 
insure realization of all the goals of the policy decisions. 


[25 Sep 85 p 3] 


[Text] Township and town enterprises must abide by the following basic 
principles in making operations policy decisions: 





1. To carry out the Party line, programs and policies; to obey national laws, 
regulations, and directives. 


2. To proceed from realities and conduct a diligent analysis of feasibility. 
At the time when policy decisions are made, it is necessary to conduct 
conscientiously a survey and analysis of the climate outside the enterprise 
and conditions within it, deciding policy on the basis of real needs and 
capabilities. 


3. Concern for economic results and correct handling of the relation among 
economic benefits. This is the only way of making policy decisions genuinely 
satisfy the needs of society and promote smooth development of an enterprise. 
In the handling of relationships among economic benefits, benefits for the 
enterprise must be linked to benefits for society. 


4. Reliance on the masses and pooling the wisdom of everybody. Inasmuch as 
policy decisions on an enterprise's operations bave a wide bearing, effect 
the situation as a whole and require the knowledge and experience of many 
quarters, collective wisdom and strength must be brought into play. 


5. Courageous innovation and daring to take responsibility. Definite risks 
exists in policy decisions about operations; therefore, plant managers and 
directors have a spirit of daring to take responsibility and courageously open 
new routes for development, and have to propose new ideas and methods of 
operations. They must also have sufficient capability to meet emergencies and 
be able to react quickly when extraordinary situations occur so that’ the 
enterprises' losses will be reduced to the miniumun. 


There are numerous ways to make policy decisions on the operations of an 
enterprise; however, overall, they may be divided into the calculated policy 
decision method and the subjective policy decision method. 


The calculated policy decision method is founded on a mathematical model. It 
centers around the use of mathematical relationships to show the relationship 
between one variable and another and between variables and goals, i.e. the 
construction of a mathematical model. Next answers are calculated in terms of 
policy making conditions. This method is suited mostly to policy decisions 
involving repetitious procedures. 


The subjective policy decision method makes full use of people's intelligence. 
At its core is direct use of people's knowledge, experience and 
capabilities.At each link in policy decisions on operations, policy making 
goals, plans and parameters are put forth in terms of what is already known 
and existing data, and corresponding evaluations and selections made. This 
method is used in overall strategic policy decisions in which the effects of 
social factors are fairly great and intricate. Therefore, this is the main 
method used in making policy decisions for the operation of village and small 
town enterprises. Not only is this policy decision method flexible and handy 
to use, thereby saving time and energy, but it also can increase the policy 
maker's work capabilities, arouse the initiative of employees, and help in the 
carrying out of policy decisions. Frequently,however, this method is not 
rigorously validated. It is strongly subjective and sometimes since those 
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participating in policy decisions have different kinds of knowledge, their 
views may be biased in a particular direction. Furthermore, conventional 
concepts frequently dominate with the result that policy decisions are fairly 
conservative. Therefore, when village and small town enterprises are making 
policy decisions on operations, they might best combine the foregoing two 
methods of making policy decisions. 


Township and town enterprise plant managers and directors are the organizers 
and directors of enterprises’ production and operations. They are the supreme 
policy makers. So what should they emphasize in policy decisions on the 
enterprise's operations? 


1. Organization of investigation and study of markets and the external 
environment. They should pay particular attention to investigating potential 
customers for the enterprise's products and the potential needs of customers. 
They should also watch trends among competitors. 


2. Consideration of the enterprise's internal situation, having a very good 
idea about their own strengths and weaknesses, competitiveness and 
adaptability. 


3. Good performance in technical and economic analysis and feasibility studies 
of various policy decision plans, selecting the optimum plan. 


4, Taking various effective actions such as technical transformation of the 
enterprise and organizing personnel readjustment to overcome weak links and 
insure that policy decision plans are carried out. 


5. Making sure to take firm hold on the development of new products, to open 
markets and to train employees, tasks that are of long-range strategic 
Significance. 


6. Emphasizing the arousal of employee initiative, making sure to bring into 
play the role of all functional organizations and the vast numbers of 
employees. 


7. Inspection of how well policy decision programs are being implemented. When 
problems are brought to notice, readjustments should be made at once and, when 
necessary, original policy decisions should be revised and new policy 
decisions formulated. 
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SMALL-SCALE ENTERPRISES 


EFFECT OF 'SPARK PLAN' ON RURAL CONSTRUCTION DISCUSSED 
Tianjin JISHU SHICHANG BAO in Chinese 4 Feb 86 pp 1, 3 


(Article by Liu Zhongkui [2692 1813 7608]: "Town and Township Enterprises and 
the 'Spark Plans'") 


(Text] The modernization of our 800 million rural population is controlling 
the process of China's modernization. 


To meet our grand goal of putting the four modernizations into effect, cities 
with their 200 million population must march in step with the 800 million in 
the countryside. If modes of production and lifestyles in the countryside do 
not change and the economy and education do not flourish, then it will be 
impossible to realize a revitalization of our people and our "four 
modernizations." A natural economy still dominates our countryside, the 
proportion of commodities is low, little has accumulated, and development is 
slow. In some places, even the problem of keeping warm and getting enough to 
eat has not been solved. If this goes on, it will lead to regression in the 
development of our entire national economy, which will affect the process of 
our “four modernizations." 


The reality of the restructuring of the rural economy has caused people to 
understand the reasoning behind "no wealth without industry, and without 
agriculture there is no stability." To develop the rural economy we must 
first adjust rural economic structures and agricultural structures. In the 
broad sense, what we mean by "industry" is town and township enterprises. 
Town and township enterprises provide a suitable means to develop a commodity 
economy and by which to leave the production modes of a natural economy and 
move toward factory production modes. For example, when families raise 
chickens, even if a family raises dozens of chickens, per capita output value 
will not exceed 1,000 yuan. If chickens are raised with factory methods, per 
Capita output value can reach tens of thousands of yuan. It can be seen that 
in setting up town and township enterprises, we will not only comply with 
people's situations, indicating a change in production modes and an 
improvement in production forces, but it will create the conditions by which 
to use advanced technology. For this reason, the "spark plan" makes use of 
science and technology to support the development of town and _ township 
enterprises, and as such is extremely necessary and timely. 
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By developing town and township enterprises we can forge a path that will suit 
Chinese national conditions. 


At present, town and township enterprises have become an important component 
of the national economy. From 72 billion yuan in 1980, their output value 
rose to 170.9 billion yuan in 1984, which is 17 percent of the gross national 
product and 34 percent of the gross output value for the rural society. Their 
Output value has risen by 24 percent each year. The development of town and 
township enterprises will play a big part in supporting the transformation of 
medium-sized and large cities, in absorbing surplus rural labor, and in 
spurring on development of overall construction in the countryside. 


Some urban industries need to be dispersed, some cities want to establish 
technically intensive industries, and there are also some industries that are 
labor intensive, all of which could be dispersed into town and township 
enterprises. Large enterprises in the city can partially transfer the 
production of components to town and township enterprises. Because advances 
in rural technology have stripped away a large amount of labor from planting 
and cultivation, they can break up the capitalist model whereby "impoverished 
peasants flow into the cities," and if they are employed in town and township 
enterprises, this will allow peasants to leave the soil but not the village 
and to enter the factory but not the city. By the end of 1984 town and 
township enterprises had solved an employment problem for 50 million people, 
which was an enormous contribution. The development of town and township 
enterprises also directly accelerates technical advancement in agriculture and 
the improvement of education levels. It allows a full scale development of 
towns and townships politically, economically, technically, and culturally, 
and has a positive effect on the gradual elimination of "the three great 
disparities." 


Development of our town and township enterprises is changing rural economic 
structures, agricultural structures, employment structures, and other economic 
areas. It is changing the deployment of industry in this country, is having a 
great effect on economic and social life, and has become an important support 
for rural modernization and for developing towns and townships. In addition, 
it is having a far reaching effect on solidifying industrial and agricultural 
alliances, on strengthening relations between the city and the town, and on 
elimination of the three great disparities. The integration of science and 
technology with town and township enterprises will forge a path that suits our 
national situation. 


Town and township enterprises must be guided with the support of science and 
technology. 


There are currently two types of development with the town and _ township 
enterprises. On the one hand, there is no "eating from the big pot,” methods 
of operation are flexible, there is great autonomy, decision making is 
convenient, there are fewer levels of management, more is put into production, 
and there are things that state-run enterprises cannot do as well; on the 
other hand, technology and management levels are low, the labor productivity 
rate is low, product quality is lacking, and there is the problem of competing 
with state-run enterprises for raw materials and energy. For these reasons, 
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we cannot encourage or limit town and township enterprises in ordinary ways, 
Dut must increase our guidance and active support. The “spark plan" is just 
that support for the scientific and technical development of town and township 
enterprises. 


currently, we must guide town and township enterprises to stress reliance on 
local resource advantages in developing processing industries, and that they 
should not compete with state-run enterprises for energy and raw materials. 
We should encourage qualified areas to increase production of energy and raw 
materials for the state. We must be careful not to use obsolete equipment 
from larger enterprises to run technically backward industries and we cannot 
develop industries that pollute the environment and that we cannot control. 
We should guide certain areas in overall planning, and must definitely not 
abdDandon agriculture because we are developing town and township enterprises. 
We should consider the problems of "no wealth without industry" and "no 
StaDdility without agriculture" together, and make suitable arrangements. 


Town and township enterprises lack technology, lack talent, and lack funds. 
Resolution of funding problems depends largely upon funds amassed from large 
numbers of people, on support partially from credit and other aspects, and on 
methods like joint operations. This means that technology and talent are the 
"fire" that the “spark plan" will give to town and township enterprises. 
Through selected demonstration sites, the “spark plan" will undertake 
development of suitable technologies and exemplary production, and will bring 
production techniques and equipment to the surface. Since demonstration sites 
are representative, they can promote the technical development of town and 
township enterprises and of planting and cultivation. Their advanced 
technology and scientific management, as well as obvious results, can lead 
other firms to follow good examples. Technical personnel trained under’ the 
"spark plan" will come from town and township enterprises. They will receive 
4a short period of training according to the specialty to which they are 
assigned, and after they have mastered a certain amount of technology they can 
return to their enterprises to play even greater roles. Based on needs’ and 
possibilities, they may undertake training at higher levels. With more than 
Imillion young high school graduates trained and acting as spreaders of the 
fire, they will play a big part in the development of town and _ township 
enterprises and in building the two civilizations in the countryside. 


juard against precipitate action, and guard against the running of "small, 
indigenous, and mass-run" enterprises. 


The “spark plan" was proposed in the spirit of the resolution by the Central 
Committee to restructure the science and technology system, and is aimed at 
invigorating the local economy. The goal of the "plan" is to organize 500 
demonstration sites during the "Seventh 5-year Plan," train 1 million 
technical personnel, and develop 100 kinds of equipment lines. 


- 


The Central Committee has great expectations for the "spark plan," which means 
that it is intended to be a fundamental policy carried on for a long time. It 
is just for this reason that in its implementation we want to guard against 








precipitate action, a full scale blossoming, and also want to guard against 
the "small, indigenous, and mass-run enterprises" of the "great leap forward" 
days making a comeback in new attire. 


The “short, level, and speedy" projects undertaken by the "spark plan" differ 
from key scientific and technical projects that are medium and long term, and 
are also different in principle from "small, indigenous, and mass-run." 
"Small, indigenous, and mass-run" was a product of a political movement that 
was carried out in the circumstances of the "great leap forward," where 
agriculture had not yet come of age, that was forced, and worked at the cost 
of sacrificing agriculture; the "short, level, and speedy" projects of the 
"spark plan" are undertaken for technical development, are aware of economic 
results, and are based on the fact that agriculture has come of age and that 
the public is willing to invigorate the rural economy. "Small, indigenous, and 
mass-run," means small-scale, indigenous methods, and mass movement; in 
"short, level, and speedy," turnaround time for results is short, technology 
is not conspicuous (in contrast to high technology), and topics are quickly 
determined, developed, and disseminated. Although the two phrases are 
different in principle, neither can they be ignored in execution. 


Primary fields of development in the "spark plan." 


Near term emphasis for projects of the "spark plan" is in the areas of what 
the people eat, wear, live in, and use, as for example in the energetic 
dissemination and development of factory production technology for domestic 
fowl, water fowl, aquaculture, and animal husbandry, and in the setting up of 
small scale poultry raising and aquatic feeding and cultivation areas together 
with commodity processing plants; in development of factory processing 
technologies and complete sets of equipment for agricultural by-products, 
arranging for the importation of equipment, undertaking of absorption and 
assimilation, and equipping town and township enterprises; on behalf of 
construction in villages and townships and the building of rural buildings, to 
provide plans and designs for improving conditions and saving arable land, and 
to develop new types of building materials, prefabricated components, and 
small scale construction equipment; to disseminate new technologies for 
textiles, and to guide the application of new technologies into the production 
of goods and materials for everyday life. As for example with the design and 
Cutting of clothes, electronic teaching tools and toys, and small commodities 
that are novel, convenient, or for traveling. 


During the "Seventh 5-year Plan," we will rely upon science and technology to 
construct a group of modern, embryonic small and medium-sized enterprises 
throughout the countryside, scientific and technical talent by the thousands 
will be models as the countryside is undergoing a transition froma natural 
economy to a modern one, and it will be possible to forge a path that has 
Chinese characteristics and to make great contributions to socialist 
modernizations. 
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SMALL-SCALE ENTERPRISES 


LESSON PROVIDED ON BASIC BUSINESS OPERATIONS PLANS 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 28 Sep 85 p 3 


{Article by Zong Jinhui [1350 6930 6540): "How To Draw Up and Adjust 
Enterprises' Business Plans"] 


[Text] Operating plans are overall plans that enterprises carry out in time 
and space on the basis of operating decisions pertaining to production and 
business activities, to needs for various resources within a certain period of 
time and to the work of each component and link. 


Inasmuch as township and town enterprises' production and business activities 
have many facets, their operating plans are also diverse. In terms of length 
of time, there are long-range plans, annual (or quarterly) plans, and monthly 
plans. In terms of content there are overall plans and special plans. In terms 
of scope of functions, there are enterprise plans, workshop plans, laboratory 
work plans, team and group plans, and individual worker plans. The foregoing 
plans are interrelated to form a complete planning system. 


The drawing up of township and town enterprise operating plans is an objective 
requirement for large scale socialized production, and is an integral part of 
national economic plans. It is also an important means whereby enterprises 
make rational use of personnel, financial and material resources, realize 
operating objectives, and improve economic results. 


But how should operating plans be drawn up and adjusted? 


1. Basis for drawing up enterprises' operating plans. The main basis for 
drawing up twonship and town enterprise operating plans are as follows: (1) 
national long-term plans and programs and policies pertaining to development 
of the national economy; (2) the enterprises production and operating 
capacity, and its contract quotas; (3) plan quotas of a directive nature 
handed down by authorities in charge at a higher level and instructions 
pertaining to the drawing up of plans; (4) market information and forecasting 
data as well as contracts and agreements signed by customers; (5) the various 
technical and economic information and forecast data needed to draw up plans 
such as the advanced technical and economic indicators and data on trends of 
development in the same and related industries; (6) various technical and 
economic quota standards within the enterprise such as quotas for consumption 
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of materials, quotas for work times onproducts, quotas for materials kept in 
reserve, expense qauotas, product quality standards, and standards for payment 
of expenses; and (7) various first hand records and statistical data etc. 


2. Basic steps in drawing up an enterprise operating plan. (1) Inspection and 
study of the environment within and outside of the enterprise to determine the 
pre-conditions in drawing up the operating plan; (2) overall planning taking 
all factors into account with a comprehensive setting of specific plan goals; 
(3) drawing up of different plan proposals for assessment, comparison and 
selection; and (4) overall balancing for formal determination of an operating 
plan. 


3. Adjustment of enterprise operating plans. Changes may occur in the process 
of carrying out operating plans. Generally speaking, plan changes are normal 
because ther are many factors in an operating plan that cannot be definitely 
nailed down, and there are many changes inthe external environment. Therefore, 
township and town enterprises have to improve the quality of plans they 
draw up while they do a good job of adjusting plans. During 
adjustments,however, it is necessary to make sure that the serious intent of 
the plan be maintained. 


Adjustments of operating plans means adjustments of individual actions, 
tactics, items and pace, or it may mean adjustments of programs and goals, 
making them larger or smaller. Methods of adjusting operating plans are 
generally either the rolling planning method or the standby planning method. 


The rolling planning method entails plan revisions depending on how well the 
plan has been carried out during a fixed period of time (such as a year or a 
quarter) and in view of changes in the enterprise's internal environment, 
extending the plan for a plan period ( 1 year or 1 quarter) and deciding what 
it should contain. This is an adjustment that is suited to tairly stable 
production and sales of products. 


The standby planning method is a standby plan for use, when necessary, to stop 
the original plan. The crux of this method lies in deciding the opportune time 
to use it. The basis for the decision is the situation with regard to the 
previously set criteria. It is used to readjust the substance of plans other 
than production and sales plans. 
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CONSTRUCTION 


USES OF LUMBER SUBSTITUTES TO SAVE WOOD DISCUSSED 
Beijing WUZI GUANLI [MATERIAL MANAGEMENT] in Chinese No 8, 20 Aug 85 pp 17-18 


[Article by Han Yongwen [7281 3057 2429], Composite Economic Bureau, State 
Planning Commission: "Tap Potential For Wood Saving Substitutes To Assure 
Coordinated Development of the National Economy") 


{Text ] I 


As a result of rapid expansion in the building of production in China and the 
rise in the standard of living in recent years, demand for wood has increased 
greatly. Nevertheless, since 1983 the trend has been toward an easing between 
supply and demand for wood. In addition to the substantial increase in imports 
of wood in recent years, energetic development of substitutes that save wood 
has been a major reason for this trend. 


Work to substitute other materials for wood in China has advanced fairly 
rapidly and results have been marked ever since 1979 when the experiences of 
the Hangzhou Municipal Lumber Company in increasing the all-round use of wood 
were spread. Between 1979 and 1984, a cumulative total of 43 million cubic 
meters of wood were saved throughout the country for a 30 percent annual speed 
of increase. This included the years 1983 and 1984 when the amount of wood 
saved through substitutions amounted to 9.78 million cubic meters and 11.55 
million cubic meters respectively, which equalled 33 and 39 percent 
respectively of the amount of wood provided the state during those 2 years. 
To solve the problem of a longstanding shortage of supply of wood, all 
jurisdictions explored experiences in the use of substitutes to save wood and 
actively applied and promoted them. For example, they used steel in the 
production of construction formwork, doors, windows and coal mine props, and 
they used plastics, magnesite and cardboard to produce packing cases and 
packing materials. They used cotton stems and sunflower stems to produce paper 
and packing materials, and they used all sorts of materials left over from the 
felling and processing of wood to produce shavings board, fiberboard and 
various kinds of sideline products. China now has the capacity to produce 2 
million cubic meters of artificial boards. The avenue for substitutions to 
Save woog has become increasingly broad and the potential is very great, 
playing a very fine role in advancing development of the national economy. 
Pertinent data show that of the more than 10 million cubic meters of wood 
usedannually in capital construction throughout the country 70 percent is used 
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for construction formwork, scaffolds, doors and windows. As a result of the 
widespread promotion in recent years of steel forms, steel scaffolds, steel 
doors and steel windows in capital construction, in 1984 alone steel took the 
place of 4.4 million cubic meters of wood. Use of steel formwork by 
construction units under jurisdiction of the Ministry of Urban and Rural 
Construction and Environmental Protection now accounts for more than 80 
percent of all formwork. In many provinces and cities, it accounts for 
approximately 75 percent of the total. In Beijing and Shanghai, virtually all 
Windows used in capital construction are made of steel. Facts have shown that 
large scale use of substitutes for wood in the construction trades not only 
improves project quality and construction efficiency, but also promotes 
updating and technical advances in products. Of the approximately 40 million 
cubic meters of wood used annually throughout the country for production and 
maintenance, mine props alone consume 8 million cubic meters. After the 
promotion of metal and cement supports, expenditure of mine props per 10,000 
tons of centrally allocated coal produced throughout the country declined from 
107.2 cubic meters in 1979 to 76.4 cubic meters in 1984. A total of 5 million 
cubic meters of wood are used annually throughout the country for various 
kinds of packaging, but in 1983 and 1984 metals, plastics, and calcified 
plastic substituted for 1.57 million cubic meters of wood. Numerous large and 
medium size cities have made plywood, fiberboard and shavings board the main 
materials such in production, and the ratio of steel to wooden tools is also 
rising steadily. Saving and multiple uses of wood have also shown marked 
advance. From 1979 through 1984, accumulated savings of wood for the country 
as a whole totaled 17.6 million cubic meters, the saving for the years 1983 
and 1984 amounting to more than 3 million cubic meters. The multiple use rate 
for wood rose from the previous 60 percent to 82 percent, and the rate was 
even high in some provinces and cities. 


II 


Despite China's very great achievements in wood substitutes, quite a few 
problems still remain. Prompt arousal of close attention and earliest possible 
solutions will help give impetus to the thoroughgoing development of the task 
of making substitutions and will further ease the conflict between supply and 
demand for wood. 


A. Some places have slackened their efforts to substitute other materials so 
as to save wood. Accompanying further liberalization of city and country 
markets has been an ever increasing enlivening of wood markets outside of 
plan, a proliferation of dealers, and an expansion of channels through which 
dealings are done, all of which have been beneficial in supplementing 
inadequate supplies provided by national plans. One has to realize, however, 
that some places consider only present benefits and do not rigorously carry 
out the forest law. As a result reckless cutting and denudation has again come 
to the fore, and this has also had a bad effect on the substitution of other 
materials to save wood. Reportedly, in their haste to deal in wood, some 
places have slackened efforts in substitutions to save wood. Some places and 
units that had used substitutes for wood have reverted to the use of wood. 
Numerous rural peasants no longer use cement supports, beams or purlins but 
prefer once again to use mostly supports and timbers made of wood. 
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A look at progress in making substitutions to save wood throughout China 
shows less in producing areas than in marketing areas, less in small cities 
than in large and medium size cities, and less in rural villages than in 
cities and towns. Statistics show the saving of wood through substitutions in 
Marketing areas throughout China to have accounted for 43 percent of total 
savings of wood through substitutions for the country as a whole; units under 
jurisdiction of central government ministries and commisions accounted for 31 
percent, and provinces and regions producing wood accounted for only 26 
percent. For various reasons such as_ scientific research capabilities, 
technical conditions and ‘living habits, substitutions to save wood have 
advanced fairly slowly in rural villages and in small cities and towns, and 
the work is a long way from having been done as well as in large and medium 
size cities. 


B. Quality of wood substitutes is inferior and prices are high. Because of the 
fairly rapid advance in substituting other materials for wood in recent years, 
frequently the wood substitutes have been crudely and shoddily made. Quality 
of some products does not measure up. Reports from urban and rural 
construction units show that in a random sampling of 62 steel windows in 1983, 
62.4 percent met specifications. Though this was i¥.6 percent higher than in 
1982, it was a far cry from the new standards for 1985. In addition, because 
of the purchase of raw and processed materials through channels outside of 
plan by enterprises producing wood substitute products, prices have been high 
and neither varieties nor quality assured. This has resulted in inconsistent 
product quality ana high prices. 


C. Inadequate funds, outmoded skills, and enterprises' lack of ability to 
transform or develop themselves. Most of the enterprises that produce wood 
substitutes are collective and rural enterprises in which technical forces are 
universally weak,and equipment is old, technology outmoded, and testing 
conditions poor. Furthermore, because of the shortage of funds and technical 
forces, it is difficult for these enterprises to transform and develop 
themselves. 


III 


In a situation in which wood resources are insufficient, importation of 
resources is restricted by ability to pay foreign exchange and port unloading 
capabilities are limited, conservation anc vigorous development of wood 
substitutes remains an extremely important strategic policy for China to solve 
the shortage of supply of lumber. In accordance with this policy, we should 
do further work in the following regards: 


A. Heighten awareness, strengthen planning and do a good job of planning so 
that wood substitutes can be developed more extensively. The "National Wood 
Saving Substitutes Conference Minutes" and "Various Regulations On Saving and 
Making Rational Use of Wood and Use of Wood Substitutes" published in 1983 by 
the National Wood Saving Substitutes Conference gave powerful impetus to. the 
expansion in recent years of work toward wood saving substitutes. Regions and 
departments concerned should continue to carry them out and to further 
heighten awareness, genuinely strengthen leadership, perfect organizations, 
formulate plans, and do a good job of statistical and supervisory work. Wood 
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producing areas, in particular, should get rid of notions about "taking wood 
from the mountain," and sole concentration on the use of wood. They should 
proceed from a larger view of benefit to the country and benefit to the people 
to do a good job of substitutions to save wood. Good performance in the task 
of using substitutes to save wood is not just a matter of solving the wood 
Shortage, but is also necessary inorder to give impetus to technical 
advances, the development of new kinds of materils, promotion of the updating 
of products, and improving socio-economic effectiveness. 


B. The state should give needed economic policy support. As was said 
above, most enterprises that produce wood saving substitutes are not very able 
to transform or develop themselves. To spur their development, the state 
Should provide needed economic policy support. For example, it might allocate 
more scientific research funds, give preference to enterprises in providing 
some technical requirements and increase allocations of technical 
transformation loans. It might also give some assurance that raw and processed 
materials will be available through supply channels so that these enterprises 
will be able to build the ability to develop themselves as quickly as 
possible. 


C. Enterprises must enhance their own quality through the strengthening of 
administration and management and technical transformation. First of all, it 
is necessary to strengthen economic accounting, to lower various kinds of 
costs and to lower product prices. Second, every available means should be 
used to raise produce quality, to increase product varieties and to expand 
operations. Finally, technical progress has to be accelerated, production 
conditions improved and economic results increased across the board. 


D. Blaze new trails in wood saving substitutes. In the processing of wood for 
use, more efforts will have to placed on improving the overall rate of use and 
on increasing the effective number of years wood can be used. In the field of 
Substitutes, as a result of the development and burgeoning of plastic and some 
other new materials industries, broad markets have been created for wood 
Substitutes. Future efforts should be placed on using these new materials and 
on expansion of the scale of substitutes, such as use of plastics to produce 
construction formwork, furniture, doors, windows etc. 


9432 
CSO: 4006/171 











FOREIGN TRADE AND INVESTMENT 


TRADE OFFICIAL VIEWS FUTURE TRADE PROSPECTS 
HKO70437 Beijing XINHUA Hong Kong Service in Chinese 1315 GMT 6 Apr 86 


[Feature by Reporter Qu Yueying [1148 2588 5391]: "An Overall View of 


Economic Cooperation between Hong Kong and the Interior -- Interview with 
Zhang Peiji, Director of International Trade Research Center of Ministry 
of Foreign Economic Relations and Trade" -- Handwritten] 


[Text] Hong Kong, 6 Apr (XINHUA)--Today, a Xinhua reporter paid a visit 

to Zhang Peiji, director of the International Trade Research Center 

of the Ministry of Foreign Economic Relations and Trade, who is currently 
visiting Hong Kong, and asked him to air his views on the new developments 

in China's foreign trade as well as its economic cooperations with Hong Kong. 


Zhang Peiji said: "The trade relations between Hong Kong and the interior 
should be viewed from a macroeconomic point of view, Lecause trade has to 
be closely linked with investment and economic cooperation, so that each 
can bring into play its own strong points, share out the work, cooperate 
with each other, and develop in a coordinated way. 


"As a result of construction for more than 30 years, "China's industry has 
formed a considerable production scale, possesses some technical forces 

and production conditions, and has ample manpower, thus constituting a 
gigantic support force for Hong Kong's manufacturing industry which is now 
undergoing changes. Meanwhile, Hong Kong possesses favorable conditions in 
the aspects of capital raising, market information, and business management. 
If these strong points are combined to make up for each other's deficiencies, 
the prospects for joint development will be excellent.” 


Zhang Peiji pointed out: "To take a prospective of and analyze the economic 
and trade outlook for Hong Kong and the interior, it is essential to gain 
better understanding of the actual conditions of both of them. I will now 
discuss the situation in the interior." 


Foreign Trade Guideline for the Seventh 5-Year Plan 


Zhang Peiji said: "During the period of the Seventh 5-Year Plan, from 1986 
to 1990, China will promote in-depth development of its entire foreign trade 
and economic and technical exchanges, centered on boosting its capacity t 


earn foreign exchange through exports. It is estimated that by 1990, total 
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"Imports of ordinary consumer goods will be controlled. Generally speaking, 
of course, how much we import is determined by how much we export and by our 
capacity to pay.” 


A Variety of Forms of Trade 


Zhang Peiji said: "The total volume of China's import and export trade for 
1986 is estimated at $56.8 billion. Compared with last year there will be 
an increase in exports and a drop in imports. 


"Forms of foreign trade will become still more flexible. Apart from cash 
and credit trade according to international convention, we will continue to 
use methods such as processing imported raw materials for foreign customers 
and compensation trade. In accordance with the requirements of a development 
country, we have already started to pay attention to using the method of 
reciprocal trade." 


Unfavorable Factors 


Zhang Peiji pointed out: "China's foreign trade will continue to develop 
this year, but it will encounter more difficulties. It is estimated that 

the world economy will continue to grow at last year's low rate, protectionism 
will be stepped up, and prices in the international market will tend to drop. 
In particular, the decline in oil prices will have a considerable impact 

on China. 


"Some enterprises are not managed well, and there are also problems in the 
qualiiy of export products; transport shortages also affect the normal 
process of our exports. We are not taking effective measures in an effort 
to solve these problems." 


Zhang Peiji said in conclusion that in being invited to Hong Kong on this 
occasion to attend the 8 April seminar on "China's Foreign Trade" organized 
by the Hong Kong Trade Development Council and the China International 
Trade Information Research center, he is very happy to have the opportunity 
to meet friends in Hong Kong's economic and trading circles, to explore 
together with them ways of promoting the development of economic and 

trade cooperation between Hong Kong and the interior. 
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IMPACT ON PRC TEXTILE EXPORTS OF SPAIN, PORTUGAL ENTRY INTO EEC 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 9, 27 Sep 85 pp 32-33 


{Article by Jin Shunzhu [6855 7311 3796]: “EEC Membership of Portugal and 
Spain Will Hurt China's Textile Exports"] 


[Text] The European Economic Community [EEC] was expanded for the third time 
recently, a big step forward in Europe's march toward political and economic 
integration. The admission of Spain and Portugal into the EEC will bring 
about the second expansion of China's textile agreement with the Common 
Market. (It was first expanded in 1981 when Greece joined the EEC.) Now 
that Spain and Portugal have become new EEC members, China will negotiate with 
the EEC the drawing up of a textile trade supplementary protocol this fall. 


The EEC is one of the principal markets of China's textile exports. Since 
July 1976 when China and the EEC initialled the first textile trade agreement 
and March 1984 when an additional protocol was initialled, Chinese-EEC textile 
trade has made tremendous progress, with Chinese exports rising to 96,000 tons 
in 1984, up from 30,900 tons in 1979, an increase of more than 200 percent. 
The number of quota categories also rose from 17 to 21, while regional quotas 
were expanded from 12 to 30. 


Chinese textile exports to the EEC are currently dominated by popular, low- 
and medium-priced goods, including raw materials like yarn, thread and grey 
Cloth and semi-finished products. Chinese textile exports to the EEC started 
from a very smali base and account for less than 1 percent of total EEC 
textile imports, lagging far behind the shares occupied by Hong Kong, South 
Korea and Taiwan. In some categories, particularly high grade products (e.g., 
apparel), we are at present under-using the quotas allocated to us. In other 
words, we have the potential to expand textile exports to the EEC. 


Spain and Portugal, too, are main textile suppliers to the Common Market. 
Their exports are not widely distributed among the more than 100 textile 
categories but are concentrated in such areas as knitwear and apparel. In 
1984, Spain exported 88,000 tons of textiles to the EEC, less than 20 percent 
of its total textile exports. Portugese exports amounted to 114,000 tons, or 
40 to 50 percent of its total textile exports. Among Portugese exports, 
knitwear and apparel were each valued at more than $400 million, while its 
entrepot cotton trade through Europe had a price tag of $156 million. At 
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present Portugal's and Spain's exports to the EEC are subject to quotas, which 
will continue in the first 3 years after they joined the Common Market. 
Because of their membership, however, quota restrictions are scneduled for 
gradual relaxation, thus enabling their exports to grow faster than that of 
other nations, to the latter's disadvantage. 


There is very little textile trade at present between China, on the one hand, 
and Spain and Portugal, on the other. Chinese-Spanish trade accounts for a 
mere 0.5 percent of Spain's foreign trade; textile's share is even more tiny. 
In 1984, Chinese textile exports to Portugal were valued at just $1.39 million 
(of which grey cloth accounted for $860,000; cotton, $170,000; cotton cloth, 
$110,000; tablecloths, $100,000; synthetic fiber, $60,000 and silks, $20,000.) 
Judging by the present commodity mix, therefore, Chinese textile exports will 
not encounter stiff direct competition in the EEC from Spain and Portugal. 
Since Portugal itself is an importer of Chinese grey cloth, such Chinese 
exports as grey cloth and cotton yarn will not be significantly affected. But 
Chinese exports in such categories as apparel, knitwear and cotton fabrics 
Will be impacted to a certain extent in the following ways: 


1. Effects on quotas and quantity. 


After Spain and Portugal joined the EEC, they must abide by EEC rules’ and 
regulations in every way. This fall, China will open talks with the EEC to 
work Out an agreement on textile trade among China, Spain and Portugal. we 
expect the agreement to be similar to one reached between China and Greece 
after the latter's admission into the EEC in 1981. To enable total EEC 
textile imports to increase correspondingly following Spain's and Portugal's 
ad- mission, the EEC is preparing to increase the percentage of textiles 
it imports from non-EEC countries". This was what happened in 1981 when 
Greece became a member. Taking total textile imports by the nine member 
nations in 1980 as 100 percent and assuming Greece's share of imports to be 2 
percent, the EEC raised its combined imports in 1981 to 102 percent. At the 
same time, Greece imported textiles from other countries to the tune of 2 
percent of total EEC imports. In view of Spain's and Portugal's entry, the 
EEC now proposes to increase total textile imports to 111.5 percent to 
accommodate Spain's 8 percent share and Portugal's 1.5 percent. Textile 
imports by the EEC will be calculated in accordance with the above proportions 
from 1986 onwards. But because China's textile trade with Spain and Portugal 
started from from such a low base, beginning in 1986, Spain and Portugal will 
allocate textile export quotas to China starting from the existing value of 
their trade with China or at a slightly higher level, to be increased 
gradually in future years by the percentage stipulated in the textile 
agreement between China and the EEC. Spain and Portugal, however, will 
declare certain textile categories as sensitive and demand the imposition of 
regional quotas on imports in these categories. At the same time, they will 
allocate a token quota to cover imports in categories where there are no 
Chinese exports at the moment or include them as basket goods. 


In recent years the EEC has tightened restrictions on Chinese textile im 
ports. Over the past 5 years, for instance, it has held discussions with 
China more than 50 times, and has set down rules preventing the free 
circulation of certain products within the Common Market and limited the 
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transfer of quotas, etc. Portugal's textile industry, like that of Spain, is 
more advanced than ours. Hence not only are our textile exports unlikely to 
experience any rapid expansion in the EEC in the days ahead, but there will 
also be more stringent quota restrictions. 


2. Effects on apparel, knitwear and cotton goods. 


In apparel, knitwear and cotton goods, Spain and Portugal are in a more 
competitive position than China. For one thing, they have the advantage of 
geography; their goods can arrive in time for seasonal sales. Second, after 
they became EEC members, quota restrictions now in effect will gradually be 
abolished. Also, as they are all European nations, the variety and pattern of 
their textiles goods are better suited to the EEC market than ours. For all 
these reasons, the admission of Portugal and Spain into the EEC will have a 
definite unfavorable impact on China's textile exports, particularly in such 
categories as apparel. 


To expand our textile exports to the EEC and turn unfavorable factors into 
favorable ones, we must take the following measures: 


1. Increase the more popular lines of products, upgrade our apparel and work 
hard to alter our textile export mix. Even as we maintain our niche in such 
traditional exports as grey cloth and semi-finished silk, we should shift our 
emphasis to sophisticated, moderate- and high-priced products which have 
appeal in the EEC market and gradually reduce the share of low-priced exports 
like grey cloth and semi-finished silk. Moreover, we must energetically 
develop new products, particularly top-of-the-line apparel made of pure 
cotton, superfine fiber and other blend fabrics. 


2. Quota management must be improved. China's present system of quota 
management is grossly ill suited to the demands of the new situation. Since 
the system is flawed, the measures are half-hearted and statistical work is 
weak, there have been endless instances where quotas were either exceeded or 
under-used. Besides, since EEC textile quotas seek to impose quantitative 
limits, not those on dollar value, we should take effective measures to export 
high-quality, high-priced and superior products to earn more foreign exchange. 


3. We should improve advanced technology and equipment and speed up the 
technological modernization in the textile industry. In this way we can 
master the arrival of the day when our products can catch up with world trends 
in terms of quality and standards and lay a good foundation for export. 
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FOREIGN TRADE AND INVESTMENT 


EXPORTS OF LIGHT ‘INDUSTRIAL’ PRODUCTS’ UP IN FIRST QUARTER 
OW140642 Beijing XINHUA Domestic Service in Chinese 0155 GMT 13 Apr 86 
[By Correspondent Huang Qingming] 


[Excerpts] Beijing, 13 Apr (XINHUA)--During the first quarter of 1986, 
China has changed the situation of a continuous decline for several years 
in the export of light industrial products and has registered a steady 
growth in the light industry. 


According to the statistics compiled by the Ministry of Light Industry, 
several of China's main base areas for the export of light industrial 
products such as Shanghai, Guangdong, Jiangsu, and Zhejiang have registered 
marked growth in both the volume and value in the export of light 
industrial products during the first quarter of 1986. The total output 
value of light industrial products in the first quarter of 1986 was 

8.6 percent higher than the same period of 1985. The amount of foreign 
exchange earned by the China National Light Industrial Products Import and 
Export Corporation during the first quarter of 1986 increased more than 

90 percent as compared with the same period in 1985. 


According to statistics, the output of refrigerators during the first 
quarter of 1986 rose by two-thirds, beer rose by one-third, and sugar, 
wristwatches, glassware, detergents, and washing machines also rose by 
over 10 percent as compared with the same period of 1985. In order to 
meet the needs of the market, light industrial enterprises also vigorously 
increased the output of two-door refrigerators, washing machines with 
double compartments, electric floor fans, furniture sets, synthetic 
carpeting, stainless kitchenware and other high-quality consumer goods. 
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ANSWERS TO FOREIGNERS' QUESTIONS ON INVESTING IN CHINA 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 9, 27 Sep 85 pp 40-41 


[Interview with Dong Shizhong [5516 0013 1813], associate professor in the law 
department at Fudan University; date and place of interview not given] 


[Text] Question: Can a Chinese-foreign joint venture recruit workers on its 
own? What are the recruitment criteria? 


Answer: The board of directors of a Chinese-foreign joint venture shall 
determine the enterprise's labor plan. All it has to do is to report the plan 
to the department overseeing the enterprise and the labor department concerned 
for record purposes. Under the labor plan, the joint venture can recruit 
workers from among people awaiting employment in the area where it is located. 
With the permission of state and collective enterprises, it may recruit from 
among existing workers. It may also look for workers in the outskirts of the 
city. If a joint venture cannot obtain the engineering, technical and 
managerial staff it needs after a search in the city where it is located or 
the outlying suburbs, it may recruit outside the area. 


To be employed by a joint venture, a person shall be at least 16 years of age 
and must go through an examination or evaluation before he is selected and 
hired. If a probation period is required, it shall range from 3 to 6 months. 
If an employee is deemed to have failed his probation, the joint venture may 
decide to dismiss him or extend his probation. A foreign partner may also 
recommend for employment competent, experienced individuals in the country 
whose skills are needed by the enterprise. 


All joint-venture employees shall be governed by a labor contract. A joint 
venture may enter into a collective labor contract with a labor union. In 
addition, based on its production and work requirements, it may sign labor 
contracts of varying durations with workers and employees. Copies of labor 
contracts shall be sent to the department concerned and the labor department 
in the locality for the record. 


Question: Can a Chinese-foreign joint venture dismiss its employees? 


Answer: After consulting its labor union, a Chinese-foreign joint venture may 
dismiss some of its workers if they are made redundant by changes in 
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production, operational or technical conditions. One month before the 
dismissals are to take place, the joint venture must inform the affected 
workers and report such dismissals to the department concerned and the labor 
department for the locality for the record. However, within the duration of a 
contract, the joint venture shall not dismiss a worker under treatment for or 
recuperating from a work-related injury or an occupational disease. Nor can 
it dismiss a female worker on maternity leave. 


A joint venture has the right not to renew a labor contract when it expires, 
in which case, however, it shall distribute severance pay to the worker(s) 
affected. Severance pay is to be calculated in accordance with the number of 
years during which the worker has been with the enterprise. For each year of 
service, he shall receive severance pay equal to 1 month's wages. For each 
additional year beyond 10 years, he shall receive a month and a half's wages. 
A worker dismissed during the duration of a contract. shall receive 
compensation equivalent to 3 to 6 months' wages in addition to severance pay 
calculated in accordance with regulations. 


A joint venture shall draw up its own reward and penalty regulations based on 
its own circumstances. It may take administrative disciplinary measures 
against a worker who violates enterprise rules and regulations and causes 
definite consequences, depending on the seriousness of the case. It may 
dismiss the worker if the gravity of the case so warrants. 


Question: In what way shall labor disputes in joint ventures be settled? 


Answer: A joint venture shall first try to settle a labor dispute through 
consultations with its labor union. When this fails, a party, or both 
parties, to a labor dispute may approach the labor department of the locality 
for mediation or submit the case for arbitration. It may also file suit in 
the local court. 


Question: Can a Chinese-foreign joint venture hire college and technical 
secondary school graduates? How? 


Answer: A Chinese-foreign joint venture can employ college and technical 
secondary school graduates. After ascertaining the number of such graduates 
it will require, it shall apply to the department concerned so that the latter 
can make the necessary arrangements in cooperation with job allocation units 
at colleges and technical secondary schools. Colleges and schools are not 
turning out enough graduates to satisfy the needs of all the nation's 
enterprises and institutions for qualified personnel. Even as we allocate 
graduates, we must urge all enterprises and institutions to train expertise 
through various channels and at various levels. Joint ventures, too, can 
adopt a variety of methods to commission institutions of higher education and 
Lecnnical secondary schools to develop professional staff and send personnel 
abroad for advanced training. 


Question: Can a Chinese-foreign joint venture employ workers from outside the 
locality? 








Answer: In principle, a joint venture shall recruit workers in the area where 
it is located, but if the locality cannot meet its needs, it may, with the 
permission of the labor department in the area, look elsewhere for workers, 
particularly engineering, technical and managerial personnel. A worker 
recruited from outside may not have his residence registration transferred 
while on probation. 


Question: What do the "actual wages of a joint venture worker" refer to? 


Answer: The “actual wages of a joint venture worker" refer to basic wages, 
allowances and bonuses. Excluded are state subsidies for food, oil, non- 
staple food, medical care and fuels and other allowances for housing and 
transportation. 


Question: Other than wages, what other payments shall a joint venture make to 
its workers? 


Answer: Besides wages, a joint venture shall be responsible for the costs of 
treating work-related injuries and occupational diseases. It shall pay 
compensation to a worker who suffers a partial disability as a result of a 
work-related injury or an occupational disease and be responsible for the 
living expenses of a worker who suffers total disability as a result of a 
work-related injury or disease, the burial expenses of a worker who dies on 
the job and pension for the family of the deceased. In addition, it shall 
bear the costs of treating non-work related injuries and diseases, the living 
expenses of an injured or sick worker after the expiration of his sick leave, 
the living expenses of workers who are totally disabled as a result of non- 
work related injuries or diseases, burial expenses of deceased workers and 
pensions to their family members, and the medical fees of workers’ family 
members. 


To cover the above expenses, a joint venture may take out employee health 
insurance and security insurance policies with an insurance company and pay an 
insurance premium every month. 


question: What are the functions of the labor union in a Chinese-foreign joint 
venture? How do we settle disputes between a joint venture and a labor union? 


Answer: The labor union in a joint venture is the workers’ representative 
organization. It concludes labor contracts on behalf of the workers and 
oversees the execution of the contracts by the ente,prise. It also helps the 
enterprise do a good job in technical and professional staff training and 
safeguards workers’ interests. 


When a dispute arises between a labor union and a joint venture, they shall 
try to work it out through discussion. They may also submit it for 
arbitration or file suit in a law court. 
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BRIEFS 


SHANDONG FOREIGN TRADE--During the Sixth 5-Year Plan period, Shandong Province 
earned $10.25 billion through exr«arts, showing an increase of more than 

100 percent over the Fifth 5-Year Plan period. The average annual increase 
registered was at 8.1 percent. Last year $2.667 billion was earned through 
exports, a 16.6-percent increase over 1984, which greatly exceeded the 
average national increase rate. Last year the province exported 82,000 tons 
of cotton, 150 percent over the previous year, and exported 580,000 tons of 
corn, 430 percent over the previous year. These two products became key 
commodities for exports, earning $100 million and $70 million , respectively, 
for the province. [Summary] [Jinan Shandong Provincial Service in Mandarin 
2300 GMT 25 Mar 86 SK] /12624 


SHANDONG FOREIGN EXCHANGE--In 1985 Shandong Province earned $2.667 billion of 
foreign exchange from exports, exceeding the state plan and showing an 
increase of $378 million, or 16.6 percent, over 1984. [Summary] [Jinan 
DAZHONG RIBAO in Chinese 21 Mar 86 p 1 SK] /12624 
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SPECIAL ECONOMIC ZONES 


JINGJI YANJIU ON SEZ DEVELOPMENT STRATEGY 
HKO30531 Beijing JINGJI YANJIU in Chinese No 2, 20 Feb 86 pp 47-51 


[Article by Gao Weiwu [7559 0251 2745] of the "XUESHU YANJIU" Editorial 
Department: "The Major Strategies for Industrial Development in the Special 
Economic Zones at the Present Stage"--completed in December 1985] 


[Text] The Construction of the Special Economic Zones Should Be Mainly Based 
on Industry 


If we are to study the problem of special economic zone [SEZ] industrial 
development strategy, we must first get a correct understanding of the posi- 
tion and role of industry in SEZ economic development, and on this basis 
decide which overall economic model to select for the SEZ. 


If the SEZ's are to be built into “four-windowed" openings through which 
technology, knowledge, management, and foreign trade will flow, and are to 
become pivots of the two radiating "fans" of domestic and foreign economic 
activities, then we need to develop modern social productive forces. Advanced 
industry is the basis and symbol of modern social productive forces. If there 
are not a large number of organically linked industrial enterprises, it will 
not be possible to form modern social productive forces. The SEZ's have 
basically urban economies, and agricultural and resource development cannot be 
carried out to any large degree. Thus, SEZ production is primarily industrial 
production, and more specifically, processing industry production. If 
industry is not developed, although at times the SEZ economy may prosper, it 
will be weak and will be unable to stand the pounding of market fluctuations. 


Some people advocate that the special zone should and can use the advantage of 
their proximity to Hong Kong and Macao to skip the traditional stages of 
industrial development, stress development of the tertiary industry, and 
become modern service industry centers for commerce, technology, information, 
and banking. I believe that this idea is divorced from reality. Commerce, 
information, science and technology, banking, and other tertiary industries 
are intended to serve industry and livelihood consumption. If industry is not 
developed, then tertiary industry will have no target to serve and will have 
no firm base. Our several] SEZ's *ave weak economic bases and rely solely on 
import-export trade. They thus cannot become commercial, information, science 
and technology, and banking centers. If an SEZ does not have its c'vn 
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industrial products and relies solely on buying and selling, it will be very 
difficult for it to maintain its prosperity and more difficult for it to have 
an outward-oriented economy. Thus, it can be said that the processing 
industry is the basis of an SEZ economy truly oriented to the outside. 


Taking industry as the main part does not mean that trade, information, 
science and technology, tourism, and banking have only minor positions. 
Production determines circulation and circulation reaction must play a guiding 
and driving role in production, especially in the outward-oriented economy and 
in foreign trade. It is even important that information, trade, and 
communications facilities be arranged in advance, and we must develop 
education and scientific research. Industry is a basic condition for the 
overall economic development of the economic zones. However, it is not the 
only condition, as industrial development is restricted by other condi:ions 
and, at the same time, also serves overall econcmic evelopment. Indus’: 
which serves only itself cannot accord with the development needs of an 
outward-oriented economy. If, in order to develop industry, beautiful 

tourist resources or the environmental balance are destroyed, or if obstacles 
to the development of other industries are put up, it will be impossible for 
the area to become a comprehensive SEZ with diverse industries. Neither is 
taking industry as the main part equivalent to having all SEZ industries 
occupying a major position in the zones' production structure and economic 
structure or having the SEZ's total output value exceed the sum of other 
industrial output in the national income. All SEZ's must develop outward- 
oriented economies. This is their common nature. But as every SEZ has its 
own characteristics, there should not be just a single pattern of an outward- 
oriented economy. At present, all SEZ's say that they want to become 
comprehensive special economic zones. However, the conditions for all the 
SEZ's are different and they all should have their own points of emphasis. 
Some should basically be “industrial processing zones" and, of course, 
industry should form the largest part of operations. Other iarge parts should 
be “free ports" or “free trade zones," and in these areas, trade and tourism 
should be more prominent. However, in the production structure and the 
economic structure, these should not constitute fixed proportions. In each 
SEZ, the production structure and economic structure will be continually 
developing and changing. In the initial construction period, we should stress 
the basic construction work of preparing the infrastructure, whereby 
electricity, road, water, telephones, stormwater pipes, and sewage pipes are 
introduced and the land is levelled. At the same time, we must arrange 
funding through which to positively develop trade and tourism. At this stage, 
industry cannot take the prime position. When the SEZ economy is fully 
developed, that is when it has reached the so-called improve stage. At this 
stage it is inevitable that the tertiary industry will surpass ordinary 
industry and overall secondary industry. However, at present, now that 
certain basic construction has been completed in the SEZ's and they have 
entered the stage of dev. loping an outward orientation, if, in arranging work 
and using economic strengths, we are to take industrial construction as the 
key point and achieve great industrial development, we must resolve the 
question of how we are to squeeze more of our products onto the international 
market. However, must industry occupy the major position in the production 
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and economic structures of all SEZ's during these few years? I think that we 
should proceed from reality and should not be too impatient for success. The 
importance of foreign funds and foreign technology in order to develop 
industry oriented to the outside is not something which one side can 
subjectively decide on. It requires willingness on both sides. If we do not 
pay attention to objective reality, one-sidedly pursue industry as the main 
part, and rigidly build many industrial enterprises, when they start 
producing, it may result in overstocked products or products which can only be 
sold domestically. While output value rativus would be met, this would not 
accord with the demands of the overall strategic goals. 


Export Substitution is the Major Avenue for SEZ Economic Development 


The greatest difficulty faced in economic construction in the SEZ's is the 
contradiction between the import of foreign funds and technology and the 
foreign sales of products. If products could be freely sold domectically and 
the SEZ's were only responsible for the import, digestion, and absorption of 
new technologies and their transfer to the hinterland, this type of inward- 
oriented industry could be developed very easily. However, this would require 
the state to expend large amounts of foreign exchange and national industry 
would be subject to great pounding and attacks. This would be of no help in 
domestic socialist economic construction and of no benefit in the development 
of our nation's outward-oriented economy. This is no way to realize the 
strategic goal of establishing SEZ's. It would also not be difficult to 
pursue economic development where only foreign sales of our products are 
sought and where any industrial production which can enter world markets is 
acceptable. However, with this, the SEZ's would become low-level processing 
areas handling only the three forms of import processing and compensation 
trade and would end up as industrial area appendages to ports. They could 
even become sites to where the capitalist countries transfer their polluting 
industries, and then there would be no way for them to achieve the goal of 
"four-windowed" openings. This sort of special zone is not the sort we want 
to operate. How we are to overcome the contradiction between [unclear] and 
foreign sales is the key to SEZ industrial construction. 


The concrete avenue for resolving this contradiction is export substitution. 
This so-called substitution refers to substitution of exports from the 
hinterland; that is, it refers to hinterland raw materials, semi-finished 
products, and end products being processed in the SEZ's and then being sold on 
the international markets. Reprocessing hinterland products in the SEZ's can 
naturally be considered as export substitution, but the most important thing 
is the degree of processing. That is, the value added by processing should be 
over 20 percent, as only in this way can it be truly differentiated from 
eutrepot trade. The transfer of the raw materials and low-quality products 
traditionally exported from the hinterland to the SEZ's for quality 

processing and export is pure export substitution. The processing of 
hinterland materials, semi-finished products, and end products, which have not 
been sufficiently exported, in the SEZ's so as to increase the quantities sold 
on the international market, or the arrangement of export of hinterland labor 
or technology, also have an export substitution nature. 
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The development in the SEZ's of processing industries which use hinterland 
products as raw materials will result in it not being necessary to use foreign 
exchange to purchase raw materials. We will be able to reduce our dependence 
on foreign commerce and production will become more autonomous. At the same 
time, we will be able to bring into play the superiorities of the hinterland's 
raw materiais and use the industrial and technological bases in the hinter- 
land. Thus we will be able to develop “short-fast-balanced” enterprises where 
the work period is short, the effects are seen quickly, and foreign exchange 
is balanced. We can also motivate the enthusiasm of the various regions in 
the hinterland and can gain support for the SEZ's from the hinterland. At the 
same time, this will benefit the transfer of technology to the hinterland. 
Thus, on the one hand it will promote the industrial development of the SEZ's, 
and on the other hand will promote the prosperity of the hinterland's economy. 
This will provide more specific aims in the importation of technology and will] 
also increase our capabilities in this area. It will also greatly appeal to 
foreign commerce. It will thus be quite easy to purchase major equipment and 
software and to arrange foreign imports and domestic nnections, or alliances 
of foreigners, SEZ's, and hinterland areas. This will be of benefit in 
resolving the contradictions between foreign imports and domestic sales and 
between obtaining technology and achieving a foreign exchange balance. Also, 
in such a situation, the SEZ's need not be complete industrial systems before 
they can set their sights on the world markets and developing as quickly as 
possible outward-oriented industries. 
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In terms of the hinterland, this type of enterprise provides export substi- 
tutes; while in terms of the SEZ itself, they provide an export orientation. 
Many countries and regions in developing outward-oriented economies go through 
several stages: 1) The first stage of import substitution; that is, importing 
technology and drawing in advanced experiences so as to allow the production 
of some fairly simple products which originally had to be imported, so as to 
foster the country's basic-level industrial production. 2) The second stage 
of import substitution; that is, the importation of funds and technology so 

as to develop large-scale double-intensive enterprises that can produce 
durable consumer products and modern production materials. 3) The first stage 
of export orientation, in which simple export products are produced. 4) The 
second stage of export orientation, in which high-level, double-intensive 
products are exported. It is very possible that in setting their sighits on 
the international market, our nation's SEZ's will] be able to draw in foreign 
funds and technology, fully use the resources, industrial bases, and 
technological strengths of the hinterland, and be good at bringing into play 
all sorts of superiorities, and thereby leap over the early stages and achieve 
export orientation ahead of time. 


This export substitution as the main direction and main avenue in SEZ indus- 
trial development does not negate the necessity and possibility of developing 
other industrial enterprises. Industrial enterprises, either wholly-owned or 
joint ventures, which import raw materials, draw in new technology, and sel] 
their products abroad, often have better technology which is beneficial to the 
absorption and transfer of advanced technology, and is also of benefit in the 
study of advanced management experiences. Those enterprises which engage in 
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the three types of import processing and compensation trade provide large 
amounts, but the processing charges are also quite considerable. At the same 
time, import substitution industry should be selectively developed. When 
developing export substitution industries, we must also strengthen the import 
of foreign funds and technology. Thus, SEZ's taking export substitution as 
the key avenue for developing industry does not contradict with the importa- 
tion of foreign tunds and foreign technology and having solely-owned, joint 
venture, and cooperative enterprises as the main part. 


Industries Is Also Essential] 
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Developing »ome Im ( 
Our SEZ's should use export substitution as the main avenue of industria] 

development. However, at the present stage we cannot completely do without 
import substitution. Developing some import substitution is also essential. 


l. This is a requirement in terms of hinterland production and livelihood 
consumption. ur nation is vast in territory, the economy is backward, and 
development is extremely uneven. In order to speed the development of 


production, speed technological transformation of old enterprises, and accord 
with the demand to quickly improve the people's standard of living, every year 
our nation must import a great deal in the way of the means of production and 


durable consumer products from the international market. If the SEZ's import 
technology, equipment, and raw materials, engage in component assembly, and 

lace imports, we can reduce our foreign 
exchange expenditure. This will satisfy the demands of the domestic market 
and promote competition in domestic production and the raising of the 


t t 
pr duction level. Ne ther mpiete le pendenc e on imports nor the complete 
banning r import will enefit the devel< pment of the domestic economy. we 
should have a policy which selectively uses import substitution, whereby as } 
far as possible we produce those things which we are capable of producing and 
which are of benefit 
2. This is a requirement it ight of the importation of foreign funds and 
foreign techn gy. An important aspect of the creation of SEZ's is the 
importation of foreign funds and advanced technology, especially industrial 
technology. If we re t btain funds and technology, then there must be 
benefits for those pplying them. while some foreign businesses want to 
make use of our cheap labor and preferential taxes, and thus invest in 
building factorice in the EZ's, the most important thing for the majority is . 
our nation’s mer market of 1 billion people. In the present situation 
where funds and technology are monopolized in the hands of international 
financial consortiums, it is imp ible for us to not allow any sales to the 
domestic market and require that all industrial products of SEZ enterprises 


be exported. If we are t pen up some of the hinterland markets, attract 
funds, and exchange certain amount of domestic sales for advanced technology, 
this requires that we carry out import substitution and allow a portion of the 
products of the SEZ enterprises (including joint-venture and wholly-owned 
enterprises) to be sold in domestic markets, so as to reduce the hinterland 
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areas’ importation of those products. 
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thie t few year told us that if we rely on domestic sale to pr t 
ind pul m the deve ment f the EZ economy and ven the overall economy, 
it will give rise t inward-oriented production and economic structures. 
Al lomestic trade structures will be inflated and export trade functi 


wil not e realized. This does not ac rd with the trate pic demands in the 


Liding I ; and will increase the difficulties in changing toward 





outward-oriented economy. Our SEZ's must leap over the traditional import- 
substitution stage as far as possible and develop export ‘iented industries 
as quickly as possible so as to form economic systems and setups which mainly 
have an outward orientation. 
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We Must Also Institute Planned Guidance in the Development of SEZ Industries 


- 


The building of SEZ's is a part of our nation's socialist modernization and 
cannot be divorced from the planned economy. However, because of their 
connection and relationships with international capitalist markets, the market 
economy component is greater. How we are to appropriately link the planned 
economy with the market economy has become the crux of the success or failure 
of SEZ development. In their imports, SEZ's must consider themselves first, 
and these imports must be in accordance with the strategic goals and overall! 
patterns of the SEZ. However, they must also proceed from the actual] 
situation in the international market, and cannot proceed on the desire of one 
side alone. In regard to export-substitution industries, it is not just a 
matter of a relationship between the SEZ and foreign businesses. Rather, it 
is necessary to take into consideration both the domestic and the interna- 
tional markets. It can be said that SEZ import-substitution is a means by 
which both sides of the boundary gain economic benefits by effectively serving 


the economic development of the hinterland. It is also a means by which to 
promote the development of both sides’ industry as well as the development of 
the overall economy. This requires that we proceed from the actual situation 
of the hinterland and take the hinterland economic development plans into ful] 
consideration. Only in this way will it be possible to strengthen planned 
guidance, reduce blindness in import- and export-industry development, and 
improve economic benefits. 


The SEZ's are market economies under planned guidance. The SEZ markets should 
be arranged in a planned way. The requirement is that they are planned, but 
their systems and methods should be different. In general the p 
be guidance planning. The SEZ‘s, in gearing to the international capitalist 
markets and relying on the hinterland socialist markets, are the exchange 
points and meeting points of different domestic and international economies. 
Planning thus needs to be more flexible, more farsighted, and more scientific. 
This certainly does not reduce the requirement for or the role of planning. 
Thus, SEZ planning should be calculated and appropriate planning, and there 
should not be any sort of mandatory targets handed down in regard to the 
industrial, agricultural, and commercial enterprises and regard to overall] 
economic development. Rather, we should allow enterprises and departments to 
freely select production projects and to make decisions in an autonomous way, 
on the basis of government planned guidance and market changes. 
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The central link in a market economy under planned guiuance is to effectively 
achieve the planned targets and demands by implementing them through market 
regulation. The key to this lies in consciously and flexibly using various 
types of economic levers. The various SEZ economic levers such as pricing, 
taxation, information, wages, and bonuses must be in the hands of the 
government. However, the SEZ is subject to great international economic 





influences and the markets have even greater fluctuations. Thus, the use of 
the economic levers must be more resolute and more flexible and must have m 
capacity to meet emergencies and t accord. 


The SEZ's are the pivots of the domestic and foreign economies, and thus 
inevitably will be subject to the challenges of market competition both at 
home and abroad. In such pincer-attack competition, how are we to ensure that 
the SEZ's import and export-substitutioi industries see great development? |! 


believe that important 
the development of 
open markets both at 1e 
internationally, SEZ's 
If, within the SEZ's, departme 
the SEZ's will not 
competition either at home or 
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An important iracteristic of the SEZ's is that they should be more fully 
competitive than the hinterland arKkets. If the SEZ's are to accord with the 
demand to be more fully competitive, then the import and export industries 
should mainly use joint-fund ncluding pooling funds with foreigners, pooling 


funds with domestic partners, and many-sided joint investment) integrated 
enterprises, medlum-s< ile in ill-scale ente rprises, and produce light 
industrial products. However, I be'ieve that it is more important that the 
Various prodguctive forces factor: ich as funds, labor, technology, and even 
the factories and land be wed, under planned guidance, to flow freely. 
Only when the various production force factors are all allowed to flow 
relatively freely and the iri ides have fairly full freedom of choice 
will it be possible for the terprises to be fully competitive. The 
economies of the SEZ's must ve more fully competitive banking systems, lat 
wage systems, technological patent transfer systems, real estate management 
systems, and n The SI t ld create conditions whereby their 
enterprises can be e more petitive, and give their enterprises more 
1utonomy. At the ime time, the enterprises should have more economi< 
responsibility and, in prit e, economic guarantees should be abolished so 
that the enterprises, in aut petition, either sink or swim. In 
order to accord with thi ituation, the SEZ's should as early as possibl: 
draw up enterpriss mpetiti ind bankruptcy laws, so as to appropriately 
resolve the economic questi f terprises both during competition and if 
they go bankrupt. This will promote the raising of the level of production 
operations, promote the ri n and ining of the various production 
factors, and thereby realize the renewal of enterprises. 

Everything has two sides, and competition can produce blindness and negative 
effects. Thus, at the same time as encouraging competition, we must 
strenghten planned guidance d leadership so that industrial development 
further accords with the demands of the strategic goals of the SEZ and furthe 


increases competitive abilitie 
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SPECIAL ECONOMIC ZONES 


SHENZHEN IMPROVES COMMUNICATIONS, TRANSPORTATION 

HK310500 Beijing ZHONGGUO XINWEN SHE in Chinese 0930 GMT 30 Mar 586 
(Report: "Shenzhen to devote further efforts to construction in posts, 
telecommunications, and transportation this year" -- ZHONGCUO XINWEN SHI 


Headline] 


[Text] Shenzhen, 30 Mar (SHONGGUO XINWEN SHE)--The department concerned 


~~? 
“ 
_ 
- 
re 


in Shenzhen City is making a effort tocomplete the double tra 
the Guangzhou-Shenzhen railway within this year and to install air 
conditioning equipment in all passenger trains on this railway. 


At a work conference on telecommunications and transportation on 2/7 March, 


" j ) . : . 
lan. He also said that this year, 


’ 


Deputy Mayor Zhou Siwu mentioned the 
passenger train services between Guangzhou and Shenzhen will increa 


from 14 round trips a day to 1/ round trips a day. 
, ra , ’ _ * omeses 4 ‘ ’ est 7? } b + «as : tone j 
Zhou Xiwu said that Shenzhen mmunications will be further improved. 
4 } " } s1ddme eefl) th — ’ 4 = call 
A telecommunications central building wil] é smpieted thi year and 
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SPECIAL ECONOMIC ZONES 


BRIEFS 


XIAMEN CANCELS LICENSES--Xiamen, 28 Mar (ZHONGGUO XINWEN SHE)--The ordering 
and consolidating trading companies in Xiamen has entered the stage of 
reorganization. According to statistics, business licenses of 123 companies 
(centers) have been cancelled. Those companies whose business licenses have 
been cancelled have neither funds, a place of business, and facilities nox 
regular operating hours and employees. Some of them have even violated the 
law in their business activities. For example, the registered capital of a 
company was 12 million yuan, but its actual capital was only 80,000 yuan. 

It successively borrowed more than 100 million yuan from banks, of which 

14 million yuan has yet to be repaid. Since the start of its business, the 
company mainly dealt in commodities such as cameras, kinescopes, polyester 
fibers, and so on. Its business scope was greatly different from that 
approved in the past. As a result, a large quantity of goods was kept in 
stock, and the company was heavily in debt. The industrial and commercial 
administrative bureau has now cancelled its business license. [Text] 
[Beijing ZHONGGUO XINWEN SHE in Chinese 0202 GMT 28 Mar 86] /12624 


CSO: 4006/937 
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LABOR AND WAGES 


ROLE OF LABOR SERVICE COMPANIES IN EMPLOYMENT OUTLINED 
Beijing BAN YUE TAN [SEMI-MONTHLY TALKS] in Chinese No 18, 25 Sep 85 pp 28-29 
(Article by Chen Shuquan [7115 2579 0356]: "A Nationwide Employment Network" ] 


[Text] At the National Labor Service Company Products Fair held in Beijing 
during early autumn, the correspondent saw clothing, shoes and hats, 
foodstuffs, furniture, and handicrafts as well as home electrical appliances 
and mechanical instruments in a dazzling array. Some of the outstanding 
products made it difficult for one to imagine that they had come out of labor 
service companies. These products products gave collective expression to the 
labor service companies achievements in having placed urban and small town 
youths awaiting employment and the organization of economic activities. 


On the occasion of this fair, Chairman Li Xiannian sent a letter to the 
Ministry of Labor and Personnel in which he noted that since founding 
throughout China of labor service companies, each of the companies has done a 
lot of work and has scored remarkable achievements.” This has actually been 
the case. For the past several years, national labor service companies have 
grown into more than 38,000 offices, and more than 8 million people have been 
employed or have received training at labor service companies. They have used 
a combination of administrative and economic means to undertake the overali 
employment of labor, the administration of workers hired temporarily, pre- 
employment training, and the organization of economic activities. Not only 
have they trained large numbers of people for the country, but they have also 
created wealth for the country. Statistics show that a total of 25.7 billion 
yuan as having been produced by the labor service companies nationwise. 
Profits amounted to 2.27 billion yuan and 1.07 billion yuan have been paid in 
Taxes. 


Labor service companies are a new form of social labor organization suited to 
China's circumstances. They are a pioneering undertaking on the labor front 
that has come about since the 3rd Plenum of the 11th CPC Central Committee, 
Following the smashing of the "gang of four," faced with the damage done to 
the national economy, it was clearly impossible for the state to place persons 
awaiting employment in state-owned enterprises. It was under these 
Circumstances that the labor service companies were born to meet the needs. 
Following the founding of labor service companies in 1979, they adhered to 
self-reliance, reform and innovation ina "three way" policy of acting as a 
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go-between with labor units for employment, voluntary organization to find 
employment and finding jobs for oneself, blazing a pioneering road for 
employment. Today, the labor service companies cover all trades and industries 
and all cities and towns in the country, and they have preliminary formed 
networks. In some places, they have begun to extend into villages and small 
towns. This plays an important role in China's social order and economic 
development. 


During the past several years, labor service companies have played a major 
role in arranging labor employment. In addition to recommending people for 
employment, labor service companies have steadily expanded the organization 
of economic activities. They already have 210,000 production, supply and 
marketing, and service units which have arranged the employment of 5.57 
million people. Had the more than 5 million people for whom labor service 
companies provided positions been placed in state-owned enterprises, several 
tens of billion yuan would have been needed for fixed assets alone, and 
obviously this would have been difficult to do. The labor service company 
operated by Zhengzhou municipal plant and mining enterprise in Henan Province 
nas placed 150,000 youths and surplus industrial plant personnel since 1980, 
ind has developed more than 1,900 small plants and service network outlets 
including machine processing industries, businesses, food industries, service 
trades, repair industries, transportation industries and construction 
materials industries with more than 500 different kinds of products. During 
the past 5 years output value and profits of labor service companies 
throughout the city have averaged an annual respective 57 percent and 73 
percent speed of development and they currently hold more than 200 million 
yuan worth of fixed assets. 


Labor service companies have adopted a program of training first followed by 
employment to raise the quality of the workforce. There are presently 775 
training centers in the whole country and training classes of various kinds 

nd in every area and every trade and industry in the country. In 1984, 
rvice companies throughout the country trained 1.4? million people, 
40 percent of the number of personnel who found jobs that year. In 
ovince, 11 prefecture level cities and two county level cities set 
r employment training centers, and half of the counties in the province 
nave set up training guidance stations. Quite a few neighborhoods and small 
towns also operate training classes. Since 1979, more than 3,300 training 
‘lasses in the province have been run for 1/2 year or more and more than 200 
specialized kinds of work have been set up to train more than 130,000 people 
in things such as vehicle operation, fitting, milling machine operation, 
planing machine operation, cooking, embroidery, nursing, horticulture, and 
installation and repair. This included more than 70,000 people who were 
trained and employed in '984, or 64 percent of the total number of people 
needing training and jobs that year. The urban areas and counties that make up 
Suzhou, Wuxi, Nanjing, Yancheng, Changzhou and Yangzhou set up a multi-level, 


multi-channel and multi-type training and employment network. 


De 
> a 


To meet needs in development of the economic situation, labor service 
companies in every jurisdiction have shifted from the former practice of only 
sending temporary workers to enterprises to providing all sorts of labor and 
opening labor markets. Labor service companies have also shifted from ‘the 
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TRANS PORTATION 


JOURNAL VIEWS REFORMS IN GUANGZHOU RAILROAD BUREAU 
HK140924 Guangzhou KAIFANG in Chinese No 3, 8 Mar 86 pp 33-35 


[Article by Huang Shaojin [7806 4801 6651], Cai Dongshi [5591 2639 1102], and 
Zhang Yueliang [1728 6460 5328]: "Let the Traffic Flow Freely Through the 
‘Great Artery'”] 


[Text] An outline of reforms in the Guangzhou Railroad Bureau has promoted 
the healthy development of reforms and significantly boosted its carrying 
capacity by conducting education in lofty ideals and discipline. This is a 
straightforward answer to the question. The bureau is one of the nation's 
organizations engaged in the railroad industry which is involved in reform 
experiments. Since the reforms were introduced in 1982, the bureau has 
stressed the importance of fostering lofty ideals and observing discipline, 
thus accelerating the reforms. Generally without asking for more state 
investment, the bureau managed to increase its total volume of transport from 
43.4 billion ton-kilometers in 1981 to 67 billion ton-kilometers in 1985. It 
has thus made outstanding contributions to the free flow of traffic through 
the motherland's south-north great artery. The bureau has been selected by 
the State Economic Commission as an advanced enterprise for 3 successive years 
and as an outstanding national enterprise advancec in carrying out political 
work on the industrial and communications front. 


The Neecs of the State Are the Ideals of the Enterprises 


The Guangzhou Railroad Bureau administers mainly the southern section of 

the Beijing-Guangzhou Railroad, of which the 580-km-long Hengyang-Guangzhou 
section is a single-track line whose hauling capacity has been fairly poor for 
years. With the implementation of the policy of opening up to the outside 
world, the line's volume of transport has drastically increased. The Pingshi 
station where Hunan and Guangdong provinces meet has become the focus of the 
nation's attention and the greatest "bottleneck" of the entire railroad. In 
1981 the number of heavily loaded carriages which ran southward through the 
Pingshi station each day totaled just 740. Goods totaling 3 miilion tons 
needed by Guangdong Province every year could not be shipped in and a total of 
1 million tens of its goods failed to be transported out of the province. 

Some $500 million worth of Hunan Province exports alone could not ve trans- 
transported southward. Passenger cars were generally more than 100 
percent overloaded. When inspecting the station, Comrade Wan Li, vice premier 
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of the State Council, decided to raise funds totaling 400 million yuan for 
investment and to spend 3 years increasing the carrying capacity by 2 million 
tons. Thus, 800 heavily loaded carriages were expected to run southward 
through the Pingshi station. Later on, the state decided to build a mult‘ple 
track and not to revamp the previous line. However, the state faces financial 
difficulties building the track and therefore it will not be completed and put 
to use within a short time. Moreover, the construction of some sections of 
the railroad are further hindering the carrying capacity. These bottlenecks 
affect the entire bureau's transport development. 


The party committee of the Guangzhou Railroad Bureau organized cadres at three 
levels to make an analysis of the situation of the reforms. They held: The 
principal problem in the railroad sector is that the carrying capacity of 
railroad dees not suit the needs of the state's economic construction. The 
enterprises must have high aspirations and regard the needs of the state as 
their lofty ideals. The bureau's reform efforts should be focused on 
increasing the carrying capacity and lettig the traffic flow freely through 
the south-north great artery by straightening things out in the Pingshi 
Station. 


Having gained a clear picture of the orientation of the reforms, tie 
leadership and the rank and file of the entire bureau made concerted efforts 
to tap potential and increase the carrying capacity. Bureau leaders led 
engineers and technicians in investigating the conditions of the nearly 
1,000-km-long railroad line and spent 21.9 million yuan from its officially 
owned funds in repairing 15 merger [hui rang 2585 6245] stations or posts at 
dozens of selected appropriate areas. This has increased the number of trains 
passing through the Pingshi station from 23 to 39 pairs. The number of south 
bound heavily loaded cars passing the station has increased to at least 1,000. 
To increase the hauling tonnage of the trains, together with locomotive 
attendents, bureau Director Yang Qihua made over-haulage experime:i.ts in a 
steep and sharply bent line in defiance of dangers, thus increasing the 
hauling tonnage of the south bound trains from 25 to 28 million tons and that 
of the north bound trains from 22 to 26 million tons. This means that an 
additional 4,214 trains use that single-track line each year. 


In order to solve the problem of difficult access to trains, the Guangzhou 
Railroad Bureau tapped potential in tr. sport and opened up more through 
passenger train-services between Guangzhou and other cities such as Fuzhou, 
Hangzhou, Nanning, Wuhan, Zhengzhou, and Xian. In light of the overloaded 
running of passenger trains through the Beijing-Guangzhou Railroad, they tried 
in every possible way to lengthen the sidetracks [gu dao 5140 6670), plat- 
forms, and rainsheds of the stations and to raise the driving skills of the 
engineers. The formerly 20-carriage 15/16 and 47/48 express trains each had 
five more carriages added, becoming the longest passenger trains running in 
China. An additional Guangzhou-Changsha express train travels on the line 
every day, and this express train can carry an additional 400,000 passengers 


a year. 





Through 4 years of hard struggle, the Guangzhou Railroad Bureau has increased 
the carrying capacity of the Hengyang-Guangzhou single-track line by 4 million 
tons, doubling the figure demanded by Comrade Wan Li, by relying on tapping 
potential among the internal departments of the bureau and against a back- 
ground in which the state had basically not made any investment. The bureau's 
total volume of transport has increased 150 percent over the figure prior to 
the reforms. 


Rely on Policies and Not "Countermeasures" 


The Guangzhou Railroad Bureau cherishes very much the power delegated by the 
Ministry of Railways to it in finance and management. They have correctly 
used the power to invigorate enterprises and boost production, and never 
capitalized on the loopholes in our policies for their own gains or indulged 
in "countermeasures." 


Among the organizations engaged in the railroad industry throughout the 
natior, the Guangzhou Railroad Bureau took the lead in introducing such system 
es atracting responsibility for progressively increased profits," 

cacting responsibility for the total amount of wages," "supervising 
tacget attainments set according to related policies," and "contracting 
responsibility for the results in implementing safety measures." All these 
measures have’ fired the enthusiasm of the cadres at various levels and the 
people for operations and played a positive role in ensuring the increased 
carrying capacity and the ever increasing income. The profits earned from 
diversified undertakings area shared among the station section [zhan duan 454] 
3008], the subbureau, and the bureau in a 4-3-3 ratio. With the introduction 
of the system of replacing profit delivery with tax payments, members of the 
leading body of the Guangzhou Railroad Bureau once had differing views on 
sharing proportions. Some comrades maintained that according to the new 
policy stipulations, 55 percent of the profits should be handed over to the 
state in the form of income tax, while others contended that the profits 
should be shared at the previous ratio, suggesting that the companies run 
concurrently by the railroad authorities be operated in the name of "the 
educated youth," and that in this way the companies could be exempted from 
taxation. The party committee of the bureau achieved a consensus in thought 
through discussions: If the small boss cheats the big one, the state will be 
in a mess. Under the jurisdiction of the bureau there are numerous enter- 
prises which are either transprefectural or transcounty. Moreover, they have 
a myriad of economic ties with local authorities. if each enterprise works 
out its own countermeasures in dealing with the stace, the confused situation 
will be out of hand and the reforms will be ruined in a moment. They insisted 
on handing over 55 percent of the profits to the state as income tax and 
sharing the remaining sum among themselves. 


In view of serious carriage shortages, the Ministry of Railways assigned 
mandatory planning to railroad bureaus on the turnover time of carriages and 
stipulated that the railroad bureaus which failed to meet the quotas assigned 
would be punished by deduction of 5 percent of their retained profits. After 
the Guangzhou Railroad Bureau removed the bottleneck of the Pingshi station, 
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the southbound trains passing through the station increased in number, but the 
unloading capacity of the Guangzhou area was inadequate. As a result, the 
bureau failed to fulfill the quotas assigned by the ministry for the first 
half of 1985, thus using more carriages for other purposes. Handicapped by 
some objective conditions, it was tremendously difficult for the bureau to 
fulfill the quotas. Moreover, the amount of fines imposed for the use of more 
carriages for other purposes was much greater than that of income from the 

use of such carriages. Some people suggested that we simply ignore the quotas 
and sacrifice insubstantial money for the sake of big money. The bureau's 
leadership was opposed to the practice of capitalizing on the loopholes of 
state policies and using more carriages for private gains, because it would 
undermine the plan of transport for all railroads under the jurisdiction of 
the bureau. Supported by the Guangdong provincial government, they spent 3 
million yuan which was drawn from their officially owned funds and 3 million 
yuan in loans on repairing goods yards and storehouses and borrowed cars from 
local enterprises specially for unloading use. By the end of September, the 
turnover time of carriages had been kept under planned levels and the number 
of carriages used for other purposes a day was 280 less than the previous 
figure. 


Save Every Penny, Quicken the Pace of Modernization 


In the execution of the reforms, the Guangzhou Railroad Bureau has paid 
attention to careful calculation and strict budgeting and the sparing use of 
funds and has accumulated a big sum of money penny by penny, thus accelerating 
the modernization program. The leading organs of the bureau have taken the 
lead in cutting down expenses and investing in production. The amount of the 
bureau's foreign exchange earnings constitutes 70 percent of the total amount 
of foreign exchange earnings of the organizations engaged in the railroad 
industry throughout the country. The foreign exchange under the disposal of 
the bureau is increasing year by year, but its leaders have never used it to 
buy compact cars. They still take their "old Shanghai" cars for business use. 
Not long ago, the bureau was given a new Shanghai-made limousine. Over the 
last few years, the flow of passengers at the Shenzhen station has drastically 
increased. Its former offices have been used to accommodate tourists and its 
temporary offices are overcrowded and badly ventilated. Its general service 
department bought 11 air conditioners to improve conditions in the offices. 
After discussions, the station's leadership decided to install all the air 
conditioners in the waiting rooms and workshops. 


It has become a regular practice at the Guangzhou Railroad Bureau to save 
every penny for attaining a long-range target under which every sleeper, every 
bundle of cotton yarn, every shovel of coal, or every drop of oil is not 
casually wasted. According to incomplete statistics, since 1982, the bureau 
has saved 210,000 tons of coal, 63,700 tons of oil, 10.66 million kilowatt- 
hours of electricity, and 4,789 tons of rolled steel, and recovered more than 
81,000 tons of waste steel and iron. 


In the last few years, the prices of energy resources such as coal, oil, 
electricity, and other raw materials have been considerably readjusted. 
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As a consequence, the Guangzhou Railroad Bureau has had to increase its 
expenditures by 2/7 million yuan a year. However, against this background, 
instead of being raised, the bureau's transportation costs were reduced from 
95.66 yuan for every 10,000 ton-kilometer in 1982 to 89.95 yuan in 1984, an 
annual average decrease of 2 percent. This extremely rare result is closely 
connected with the intensive efforts which the bureau has made to practice 
careful calculation and strict budgeting and to save every penny. 


Once it is certain of success, the Guangzhou Railroad Bureau will not hesitate 
to heavily invest in the projects vital to accelerating the modernization of 
railroads. In 1982 when the bureau's financial situation was strained, in 
view of its backward safety and security equipment, it used 17 million yuan or 
more, including | million, to buy safety equipment and to equip all its trains 
with "four key safety items," namely, automatic warning devices, automatic 
stop devices, wireless train dispatching systems, and small trainmaster 
transceivers. They have played an important role in ensuring driving safety 
and safeguarding the passengers' lives and the state's property. At midnight 
on 20 December 1982, on the No 47 train leaving Hengyang for Liuzhou, a 
desperado who was bent to create a train accident forced open the door of the 
locomotive driver's cabin with gun in hand and shot dead the driver and then 
chased and killed the assistant driver. The train, with some 1,000 passengers 
aboard who were sleeping soundly, was running on at a speed of 90 kilometers 
an hour without a driver. At this critical moment, the programs of the 
train's automatic warning and stop devices began working and the train stopped 
running. Learning that his deeds were about to be brought to light, the 
bandit killed himself with his gun. A serious accident which could have 
destroyed the train and killed the people aboard was thus prevented. Not only 
were the passengers’ lives saved, but the bureau also avoided a huge loss 
amounting to 1/ million yuan or more. 


Be Strict in Attending to Party Affairs and Improve the Prevailing Practices 
of the Railroad Sector 


The exemplary and supervisory role played by party organizations at va ious 
levels is contributory to the healthy development of the reforms in the 
Guangzhou Railroad Bureau. 


One measure taken by the bureau's party committee in strictly handling party 
affairs in the course of the reforms was prohibiting cadres who were party 
members from seeking irrational payments by taking advantage of the reforms 
and abusing their power. The bureau's formal decree stipulates that cadres at 
all levels will be given a rational amount of bonuses according to the results 
of their actual labor. They are not allowed to get a reward without deserving 
it or to ask for any bonuses which staff members and workers are entitled to 
receive, and they are prohibited from receiving any "money wrapped in red 
paper." In the distribution of rational bonuses, they should follow these 
three stipulations: 1) The distribution of rational bonuses should be 
reported to the higher authorities for examination and approval; 2) all 
bonuses distributed should be entered into the account book; and 3) detailed 
figures of bonuses distributed should be made public. Two has been reported 
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that the bonuses the bureau's leading cadres got every year were slightly 
higher than those of other offices' cadres but lower than those of the 
subbureau leading cadre and much lower than those of the locomotive attendents 
working at the frontline. The bureau has also instituted a system under which 
assessment of cadres is carried out by the staff members and workers at 
regular intervals, thus playing a role in supervising the cadres. 


The Guangzhou Railroad Bureau, which has 151 party committees, 2,014 party 
branches, and 26,562 party members, can hardly avoid making mistakes or 
errors in carrying out the reforms. What is commendable is that once 
discovered, the party committee promptly investigates and deals with mistakes 
before they lead to big omes. On one occasion, a deputy director of the 
Guangzhou subbureau led dozens of cadres in attending a banquet and accepting 
cigarettes and blankets given by a local mine as gifts. After being informed 
of the malpractice, the bureau's party committee promptly investigated and 
dealt with the case and criticized the wrongdoings by circulating a notice of 
criticism throughout the bureau. The master and other leading cadres of the 
Zhuzhou station were sternly punished by the bureau's party committee for 
retaining profit without authorization and indiscriminately distributing 
bonuses and allowances in cash and in kind. 


/9599 
CSO: 4006/938 
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HONG KONG 


UK TO SEEK SEPARATE GATT STATUS FOR HONG KONG 
HK111215 Hong Kong SOUTH CHINA MORNING POST in English 11 Apr 86 p l 
[By Michael Chugani] 


[Text] British embassies around the world have been ordered to "soften 
up" on foreign governments who may object to Hong Kong becoming an 
independent member of the global trading organization, GATT. 


Britain and China have already reached a compromise allowing the British 
to sponsor Hong Kong as a seprate member of GATT (General Agreement on 
Tariffs and Trade), but both sides fear some GATT members may object to 
the arrangements reached by London and Beijing for Hong Kong's new status 
in the United Nations trade organization. 


Uppermost in the minds of British and Chinese diplomats is the worry 
that some member countries may respond negatively when the exact arrange- 
ments for Hong Kong's future status in GATT are publicly announced. 


To avoid the possibility of such adverse reaction being expressed publicly, 
a softening-up exercise has started to win over third countries. 


On the hard-sell target list are Hong Kong's major trading partners within 
the 90-member GATT. 


At the same time, the Beijing leadership, having compromised on a question 
of sovereignty by allowing Britain to sponsor Hong Kong for GATT, is 
making sure it also reaps credit by playing a visible role when Britain 
announces the arrangements for Hong Kong's membership. 


It is understood that Beijing will issue a parallel announcement welcoming 
and supporting Hong Kong's future separate role in GATT. 


The Chinese leadership will also adopt a benevolent posture by publicly 
stating Beijing's intention to allow Hong Kong's British-sponsored GATT 
status to continue after 1997 when it resumes sovereignty over the territory. 


As a British territory Hong Kong is now a GATT member through Britain 
which itself is a member as part of the European Economic Community. 
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China--having stayed out of GATT for more than 30 years--wants to rejoin. 
Even if this happens, the feeling is Beijing's restrictive trade policies 
may act against Hong Kong should it become part of GATT under China's wing. 


After much haggling Britain and China therefore agreed at the last meeting 
of the Joint Liaison Group--a diplomatic contact group set up to oversee 
the transfer of sovereignty--held here last month,that the British should 
sponsor Hong Kong as a separate member. 


Even though only sovereign states can be full independent members of GATT, 
under the rules a territory such as Hong Kong can nevertheless be a 
separate member if the metropolitan power (in this case Britain) declares 
it a separate customs territory controlling its own trade. 


While fine details of the agreement between Britain and China have yet to 
be announced. it will amount to Britain declaring Hong Kong a separate 
customs territory and acting as sponsor for GATT membership. 


/12858 
cSO: 4020/281 
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HONG KONG 


CONTINUED DECLINE IN HONG KONG SHIPPING NOTED 
OW040759 Beijing XINHUA in English 0716 GMT 4 Apr 86 


[Text] Hong Kong, 4 Apr (XINHUA)--Shipping magnate Y.K. Pao has decided 
to buy out the Eastern Asia Navigation Co. in an attempt to retrieve 
Hong Kong's shipping industry from further decline, according to the 
ASIAN WALL STREET JOURNAL. 


He has proposed that the Pao family would buy out the remaining 23.76 
percent of the shares of the Eastern Asia Company which owns a fleet of 
20 vessels totaling more than 3 million deadweight tons. 


If Pao's share-purchase bid is successful, Eastern Asia will become a 
private Pao holding. 


Market analysts expect Eastern Asia gradually will sell most of its ships, 
which have an average age of 10 years, and replace them with newer ships 
to increase its competitiveness. 


During the past several years, the Pao family has sold more than 100 
ships, trimming its combined public and private fleet to about 80 vessels. 


Others also see the dismal prospects in the shipping industry. Hutchison 
Whampoa's Managing Director Simon Murray said yesterday that the company 
was now out of shipping interests completely. 


Jardines Matheson Holdings, another commercial firm with a long standing 
history in Hong Kong, too, terminated its shipping business last month. 
Its shipping fleet had been trimmed from its peak of 35 vessels to six 
by the end of 1985. 


The same also happened to the Swire Group which said in its recent 
announcement last week that the group's offshore services division remained 
depressed, with reduced profits, while losses were incurred in the shipping 
and dockyard operations. 


/12858 
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HONC KONG 


FIGURES SHOW DECREASE IN EXPORTS, IMPORTS 


HK140859 Hong Kong HONG KONG STANDARD (BUSINESS STANDARD supplement) in 
English 14 Apr 86 p 8 


[Text] There was an overall decrease of 4 percent in total exports 
according to the Census and Statistics Department report released on 
Saturday. 


The volume of domestic exports and re-exports declined by 5 percent and 
4 percent respectively in January 1986 as compared with the same month 


last year. 


Imports decreased by 3 percent in volume. The prices of domestic exports 
and re-exports both dropped by 1 percent, so total export prices dropped 
by 1 percent. 


However, prices of imports rose by 1 percent. As a result, the trade 
index (expressed as a ratio of the total export price index to the impurt 
price index) dropped by 2 percent. 


Prices are based on unit values which do not take inte account changes 
in the composition or quality of goods traded, except for some selected 
commodities for which specification price indexes are compiled. The 
volume of trade is derived from trade values by discounting the effect 
of price changes. 


As trade figures for the beginning months of a year tend to be affected 
by seasonal factors, it is more useful to consider the figures for 

the last three months together. Comparing the three months ending 
January 1986 with the same months in 1985, the volume of domestic exports 
increased by 2 percent, while that of re-exports incrvased by 4 percent, 
so that a total export growth of 3 percent was recorded. 


The volume of imports also rose by 3 percent. Prices of domestic exports 
and re-exports dropped by 3 percent and 1 percent respectively and 
import prices dropped by 1 percent. 


Extending the comparison to the 12 months ending January 1986 with the 
ones ending January 1985, the volume of domestic exports decreased by 
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6 percent, while re-exports increased by 21 percent, giving an increase 
of 4 percent in the volume of total exports. The volume of imports rose 
by 5 percent. 


Over the same period, prices of re-exports increased by ] percent, while 
that of the domestic exports dropped by 1 percent and imports dropped 
by 3 percent. 


The changes in the value, unit value and volume of domestic exports by 
commodity group for January 1986 as compared with January 1985 are 
indicated below in the table. 


Domestic export prices of most commodity groups fell in January 1986 

compared with January 1985. These included radios of all kinds (-9 percent); 
textile fabrics (-8 percent); domestic electrical appliances (-8 percent); 
textile yarn and thread (-5 percent); metal ores and scrap (-5 percent) 

as well as metal manufactures (-4 percent). 


Increases *n domestic export prices were, however, recorded for electronic 
components (up 1 percent). 


The domestic export volume of many commodity groups decreased in January 
1986 compared with January 1985, the more notable ones being domestic 
electrical appliances (-19 percent); metal ores and scrap (-18 percent); 
radios of all kinds (-14 percent); travel goods, handbags and s!milar 
articles (-12 percent) as well as electronic components (-11] percent). 


yarn and tHread (up 17 percent); footwear (up 17 percent); watches and 
clocks (up 15 percent); textile made-ups and related articles (up 9 percent) 
as well as textile fabrics (up 4 percent). 


However, cead ( in domestic export volume were recorded for textile 


Import prices of some end-use categories decreased in January 1986 as 
compared with January 1985, ranging from 2 percent for raw materials and 
semi-manufactures to 7 percent for fuels. On the other hand, the import 
prices of capital goods and consumer gocds rose by 10 percent and 4 percent 
respectively. 


Many of the major imported foodstuffs increased in volume in January 1986 
compared with January 1985. Significant growth was recorded in live 
poultry; fruit; fish and fish preparations; vegetables; sugar; meat and 
meat preparations; milk, butter, cheese and eggs as well as soybean oil, 
peanut oil and lard. However, decreases in import volume were registered 
for tea and coffee; rice as well as cattle. 


Over -he same period, the import volume of many consumer goods decreased, 
the more substantial ones being radios, television sets, record players, 
records, tape recorders and amplifiers; household type electrical 
appliances; passenger motor cars; alcoholic beverages; cameras, flashlight 
apparatus and photographic supplies, as well as tobacco products. However, 
increases in import volume were registered for watches; clothing as well 

as miscellaneous made-up textiles. 
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The import volume of many raw materials and semi-manufactures rose in 
January 1986 compared with January 1985, including silk fabrics; wood, 
lumber and cork; watch and clock movements, cases and parts; paper and 
paper-board; dyeing, tanning and coloring materials; cotton yarn and 
thread; clay and refractory construction materials, building materials, 
etc, except glass; yarn of man-made fibers, as well as fabrics of man-made 
fibers. 


Decreases in import volume were noted for wool and other animal hair; 
thermionic cathode valves and tubes, diodes, transistors and electrical 
microcircuits; man-made fibers; base metals, excluding iron and steel 
as well as fabrics of wool and mixtures. 


Imports of fuels dropped by 34 percent in volume terms in January 1986 as 
compared with January 1985. 


In the capital goods category, the import voiume of some commodities 
decreased in January 1986 over January 1985, the substantial ones being 
office machines; transport equipment; textile machinery; scientific, 
medical, optical, measuring and controlling instruments and apparatus 
as well as construction machinery. 


Increases in import volumes were recorded for electrical machinery as 
well as industrial machinery other than textile. 


The re-export volume of most end-use categories increased in January 1986 
when compared with January 1985, ranging from 1 percent for consumer 
goods to 27 percent 1985, 1 percent for consumer goods to 2/ percent for 
foodstuffs. However, the volume of re-exports of capital goods decreased 
by 35 percent. 


(See Table on following page) 
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TABLE 





Changes in Domestic Exports by Commodity Group 


(Comparing January 1986 with January 1985) 

















Commodity Group Value Unit Volume 
Percent Value Percent 
Percent 

Clothing - 8 - 2 - 6 
Textile - 4 - 8 up 4 
Textile yarn and thread up ll - 5 up 17 
Textile made-ups and 

related articles up 7 - 2 up 9 
Radios of all kinds - 21 - 9 - 14 
Electronic components - 4 up 7 - ll 
Footwear up 15 - 2 up 1/7 
Metal Manufactures - 5 - 4 - l 
Metal ores and scrap - 22 - 5 - 18 
Watches and clocks up 12 - 2 up 15 
Travel goods, handbags 

and similar articles - 10 up l - 12 
Domestic electrical 

appliances - 25 - 8 - 19 
All commodities - 6 - 1 - 5 
/12858 
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HONG KONG 


BRIEFS 


TRIPARTITE VENTURE FORMED--A tripartite venture involving companies from 
China, Hong Kong and the United States was formed yesterday. The company, 
China Capital Partners, intends to promote the flow of capital and 
technology to China. It has been set up by Bank of China [BOC], Hong Kong 
bzanch, Hong Kong and Kowloon Wharf and Godown Co, an affiliate of 

Worldwide Shipping Group controlled by Sir Y.K. Pao, and Chemical Bank of 
New York. BOC and Chemical Bank will each have a 35 percent equity holding 
in the new company, the remaining going to Kowloon Wharf. With an initial 
capitalization of US$3 million, the joint venture will emphasize on 

advisory services initiaily and will engage fully in promoting the flow of 
capital and technology to China later. The venture will promote investrmcats, 
bring Chinese corporations to international debt and equity markets and 
arrange countertrade transactions. Mr Zhand Xueyao, director and general 
manager of BOC, Hong Kong branch, said the key role of the company will be 
to help upgrade the technology of small and medium industrial enterprises. 
Sir Y.K. Pao has been named chairman of the board of directors. The two 
vice-chairmen are Mr Donald C. Patten, chairman of the executive committee 
of Chemical New York Corp and Chemical Bank, and Dr Fong Shankwei, director 
and advisor to BOC, Hong Kong branch. [Text] [Hong Kong HONG KONG STANDARD 
(BUSINESS STANDARD supplement) in English 12 Apr 86 p 8 HK] /12858 
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